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The Electricity Supply Companies in Hong Kong have enjoyed
successive years of sales growth. They could be looked upon by the
public as cold commercial giants. To enable the growth of the
Electricity Supply Companies to continue, cost-effective marketing
plans must be formulated. This Report suggests a possible marketing
plan, based on analyses of the market, consumer behaviour and consumer
attitude. Equal importance is placed on sales and the related services
of these Companies in order to achieve the greatest level of consumer
satisfaction.
3大 綱
香 港 之 電 力 供 德 公 司 ， 其 電 ． 力 鎖 售 量 多 年 來
都 一 直 有 所 增 長 。 此 等 公 司 在 公 眾 的 心 目 中
可 能 是 和 大 眾 隔 膜 的 企 業 巨 人 ， 要 使 電 力 公
司 業 務 繼 續 擴 展 ， 必 須 定 下 有 效 的 市 殤 拓 展
計 劃 。 本 文 根 據 電 力 用 戶 對 用 電 及 有 關 服 務
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It is often wonderful how putting down on paper a clear
statement of a case helps one to see, not perhaps the
way out, but the way in.
A.C. Benson'
The progress and development of Hong Kong during the last
century was itself a fascinating story. The growth in the population
and economy of Hong Kong surpassed many other developing countries.
Intimately linked to this growth was the consumption of various
energy sources, with electricity playirg an important. role..
In Hong Kong, the demand for electricity increased rapidly year
after year. During the last decade, electricity sales more than
doubled. The Electricity Supply Companies had to concentrate their
efforts in development of their generation, transmission and
distribution capacities to cope: with the apparently insatiable demand
for electricity. The market was virtually a seller's market.
The growth rates in the industrial and domestic sectors are,
however, slowing down in recent years. The domestic sector is in fact
losing its market share to the Gas Company, which provides a
competitive alternative energy source mainly for water heating and
cooking. The need to market electricity is imminent if the growth
rates of the Electricity Supply Companies are to continue.
By its nature, electricity has to be generated at the time
1A.C. Benson., Quotable quotes, Reader's Digest February,
1977.
2it is required. The demand varies widely throughout the day as
consumers switch their electricity supply on and off to suit their
individual needs. The variations throughout the year is even greater.
These fluctuations In electricity demand result in poor .utilization of
the plant capacities, which must be adequate for the peak demand if all
consumers are to be satisfied. Some of the installed plants and
equipment are sitting idle most time of the day and most months of the
year. To better utilize the installed plant capacities, it is
necessary to modify consumers' habits for using electricity so that
more consumers would use electricity at times of low demand and less
consumers would use it when demand is high. By better utilization of
the installed plants, production costs can be reduced, enabling the
price of electricity to remain competitive. This helps to improve the
company image.
The importance of good company image has long been recognised.
As early as 1959, the Electricity Supply Companies Commission, which
was a committee appointed by the Governor of Hong Kong to recommend on
the controls required on the operations of the Electricity Supply
Companies, reckoned that public relations efforts of the companies were
inadequate.1 In recent years, the Electricity Supply Companies
generated much outcries from the general public in their upward revision
of electricity prices and heavy long term investments in plant
capacities. These actions were seen by some sectors of the public as
manipulations by commercial giants to exploit the consumers, who have
no alternative choice of electricity supply, for the sole benefits of
the shareholders. Company image must therefore be enhanced if the
Electricity Supply Companies are to remain profit-making business
enterprises.
1Mould J., Bennett C.J.M., Dhun Ruttonjee, Whitelegge D.S.
Report of Commission of Inquiry, Hong Kong Government 1959.
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In Hong Kong, electricity is provided by two utility companies.
Hong Kong Electric Company Limited (HEC) supplies electricity to Hong
Kong Island, Lamma Island and Aplichau. China Light and Power Company
Limited (CLP) supplies electricity to Kowloon, the New Territories and
the outlying islands. In this Research Report, the market for
electricity in Hong Kong is analysed and the consumer behaviour towards
electricity consumption in Hong Kong is studied. Based on the results
of the studies, a marketing plan is formulated to achieve growth in
sales, improve plant utilizations and enhance company image. Emphasis
is placed on the market in Kowloon, the New Territories and the
outlying islands since the main objective in this study is to devise
a marketing plan for CLP. However, the results could be applied to
Hong Kong Island with slight modifications since the entire Hong Kong




The World expects results. Don't tell others about
the labour pains. Show them the baba.
A.H.G.1
The approach in this study is to first analyse the market for
electricity in Hong Kong and explore the alternative areas for further
development of the market. This is followed by a study of consumer
behaviour towards electricity consumption in order to formulate a plan
for the marketing of electricity.
In analysing the market and comparing it with other countries,
data from regular publications by United Nations, Hong Kong Government
and CLP are used. Reference is also made to current developments
published in books or articles where appropriate so that suitable
alternatives can be considered for devising a marketing plan
applicable to Hong Kong.
In the study of consumer behaviour, case studies and
questionnaire surveys are used. Consumers who have committed to using
electricity are interviewed or their history of electricity consumption
reviewed to reveal their prime considerations. and major reasons for
choosing electricity as their prime energy source. However, it is
reckoned that consumers' attitudes in general may be different from
those who have already committed to using electricity extensively.
Questionnaire surveys are thus used to ascertain the general attitudes
of consumers covering wider demographic and geographic segments.
A.H.G. Quotable: quotes Reader's Digest
5Sampling Method
Three cases are selected for study. First is the case of
Cheung Chau Island. The responsibility to provide electricity supply
to the Island passed from Cheung Chau Electric Company Limited (CCEC)
to CLP on 1st January, 1984. The electricity price was greatly reduced
after the change and there has been significant increases in
electricity consumptions. The second case is Kee Wah Bakery, which in
1968 was one of the first bakeries in Hong Kong to convert from wood-
fired ovens to electric-fired ovens. The third case is that of a young
couple who progressively added electric appliances as their family
income improved. These cases include industrial as well as domestic
consumers. They provide insights into reasons for the extensive use
of electrical equipment and appliances by consumers.
The questionnaire survey is conducted by distributing and
collecting the questionnaires by hand. However, prepaid envelopes are
provided to allow respondents the option of returning them by mail.
The target is all users of electricity. Samples are selected from
employees in schools, banks, factories, as well as residents of
remote villages.
Data Collectionl
Before designing the questionnaire, the views of a number of
consumers were sought regarding their reasons for choosing or rejecting
an appliance such as air-conditioner, electric water-heater or electric
cooker. The major reasons are price, safety considerations, Government
regulations restricting additional electrical installations in Public
Housing Estates, better food quality, alternative choice of gas supply
already available and peers' recommendations. In order to assess how
likely each factor influence consumers, respondents are asked to reply
1 Ferber., R., Handbookof Marketing Research, New York
McGraw-Hill, Inc., 1974.
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on a Likert Scale1 how strongly they would agree to buying an electrical
appliance given one of the factors. Air-conditioners, electric water
heaters, electric cookers and electric cars are selected for the
appliances. Air-conditioners are commonly installed for homes and
offices these days. The result should reflect-.relatively definite
attitudes. Electric water heaters and electric cookers face strong
competitions from gas water heaters and gas cookers. Responses
associated with them are thus expected to reflect consumers' views on
these appliances compared with gas water heaters and gas cookers. The
electric car is not yet available in the market. and is new to most of
the public. The responses thus indicate how strongly each factor would
affect consumers when they are faced with an electrical appliance
for the first time. Table 2.1 summarizes the type of appliances and
the associated factors that are tested.
No question on respondents' personal data such as income,
residential area, age or marital status have been requested for. These
are considered unnecessary since it is not the aim of this study to
discriminate between consumers in different demographic segments.
Whether or not a respondent already owns the appliances is also
considered irrelevant since the aim is to test how likely the respondent
would behave in considering additions of the appliances, not the reason
why they did so before. The questionnaire is pre-tested on a small
sample of eleven persons selected at random. The questionnaire and
the pre-test results are shown in Appendices 1, 2, 3,..4, 5 and 6.
Data'Analysis
Based on historical data, the correlation between per capita
income and electricity consumption as well as that between countries
1A.N. Oppenheim., Questionnaire Design and Attitude'Measurement,
Basic Books, Inc., New York
7TABLE 2.1
APPLIANCES AND FACTORS INFLUENCING
































Use of a wider range of electrical appliances by individual
consumers, irrespective of their demographic differences, can
stimulate further use of electricity. The results of the
questionnaire survey are given ratings of '+2' for 'strongly agree',
'+l' for 'agree', '0' for 'uncertain', '-l' for 'disagree' and '-2'
for 'strongly disagree'. The scores from all respondents are
averaged. The averaged scores for different factors are compared to
determine their relative influence on consumers. Given the existence




No Management will do a good job running a company
unless it believes in the product or services the
company supplies and unless it respects the Company's
customers and their values.
Peter Drucker1
Product Profile
Before the Industrial Revolution, societies depended mostly
on human, animal and wood energy resources, and living standards rose
at a relatively slow pace. With the scientific discoveries of the
seventeenth and eighteenth centuries, this pattern began to change,
-112 During the last few centuries, properties of electricity were
discovered and put into practical use. Appliances like space heaters,
cookers, lamps, water pumps, vacuum cleaners, washing machines, air-
conditioners, radios, telephones, computers, diagnostic and therapeutic
equipment, and many many others are now commonplace in a modern society.
With more discoveries and applications, electricity as well as other
energy sources became more widely used resulting in the modern
industrial society of today. These applications enabled consumers to
enjoy the benefits cf.comfort,. convenience, less manual labour for work,
and'-faster information.: f low.
It is thus interesting to examine the favourable factors that
enable electricity to gain such wide acceptance by the community, as
1Drucker -P. F.., Management: The Problems of Success, The
Frontiers of Management, 1986
2Lebel G. Phillip, Energy, Economics and Technology, The Johns
Hopkins University Press, Baltimore London, 1982
10well as the unfavourable ones which limited its developments.
Availability of electrical appliances
Electricity in itself provides no satisfaction to the consumer.
Satisfaction comes from the appliances that work by consuming
electricity. Without the development of electrical appliances, there.
is no market for electricity.
Cleanliness
One of the favourable outcomes of the use of electricity over
other energy sources is cleanliness. When compared with the traditional
forms of energy sources such as wood and charcoal, uses of electricity
for heating and lighting do not pollute the environment. When compared
with other industrial machineries, electricity are comparatively cleaner
because it has no combustion exhaust to deal with and generate less
noise. Although electricity is not in itself a primary energy source
and requires conversions from oil, coal or nuclear fission at
generating stations, where the process of conversion pollutes the
environment, the process can be carefully designed and controlled by
experienced personnel to confine and reduce the level of pollution to
a minimum.
Controllability
Another factor which favours the use of electricity over
other energy sources is the ease with which it can be controlled.
Electricity can be switched on and off instantaneously and automatically
by suitable control devices. While all appliances, regardless of their
energy.source, have facilities for on and off control, electricity is
the most convenient, requiring only a switch. Wood needs to be ignited
and the resulting fire is difficult to control. Diesel engines need to
be started by other devices before they could run on their own. By




Traditional energy sources such as wood and kerosene are
inflammable and can too easily be mishandled to result in disastrous
fires. Other petroleum products have similar risks but they are
normally used by industrial users rather than domestic users, and can
thus be more properly and safely handled. Electricity can often be
the initial cause of fires but can be prevented if electrical
installations are properly fitted and electrical appliances are
manufactured to the required safety standards. Another feature which
makes the use of electricity favourable is the common availability of
protective devices which can rapidly disconnect the electricity supply
as soon as they detect a fault on either the electrical appliances or
the installation minimizing subsequent damages.
Price
Because of the different methods in measuring consumptions
and wide variations in efficiencies for different applications, cost
comparison between different energy sources is generally not
representative of the benefits each source brings to the users.
In Hong Kong, both Towngas and electricity are commonly used
by domestic consumers to operate water-heaters and cookers. Their
prices based on heat content are compared.
Illustration 3.1 shows this comparison. For a heat content
of 1,800 MJ (megajoules), Towngas costed HK$173.16 in December, 1986
and electricity costed HK$279.50. At a higher heat content of
7,200'MJ, Towngas costed HK$686.06 and electricity costed HK$1,128.50.
In other words, the price of'Towngas was about 60 percent of that of
electricity for the same heat content at the supply end. However,
heat loss to the environment for most electrical appliances are less
than that for Towngas appliances. Hence better utilization of the
heat content is expected from using electrical appliances. The real
12
ILLUSTRATION 3.1



























prices of these two energy sources should be competitive if comparison
is based on the useful work derived. Appendix 7 shows the calculations
of the prices based on heat content.
Requirements for accurate load forecast
One of the major disadvantages of electricity is that it cannot
be stored and must be generated when it is demanded for. This results
in a need to have accurate day-to-day forecast up to an hour-to-hour
basis as well as adequate backup- facilities in case of breakdowns or
routine maintenance of equipment. It also results in the need to
deliver the product from generating stations to the consumers through
an extensive-transmission and distribution network. The long lead time
required to construct generating stations and their associated
transmission and distribution equipment, typically five years minimum,
is also unfavourable to electricity. The result is :the need .for
accurate forecast in considering investment for.. these equipment.
Load Factor
The capital-intensive generation, transmission and distribution
equipment are not fully utilized at all times due to fluctuations in
consumer demands for electricity. Load factor is a measure of low and
high demand over a period of time. Poor load factor indicates poor
plant utilization, and high load factor indicates good plant utilization
A typical annual demand curve is shown in Illustration 3.2. The winter
demand is about 40 percent of the summer demand.
The daily demand curves shown in Illustration 3.3 indicate an
even more marked difference between the daily low and high demand for
electricity.
The primary cause of the poor annual load factor is the air-
conditioning demand in summer, which is not compensated for in winter,
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occurs during the Chinese New Year Holidays when almost all factories
and offices are closed.
Over any twenty-four-hour period, the lowest demand occurs in
the early morning hours when most factories, offices, entertainment
establishments are closed, and families are still in their slumbers.
As the day breaks, demand increases to facilitate the resumption of the
daily activities of a modern city. The aggregate level of activities
of the industrial,commercial and domestic sectors is the highest just
before noon, resulting in a corresponding daily peak demand for
electricity. This demand pattern accounts for-the poor daily load
factor.
Consumer Profile
In 1986, electricity consumption in Hong Kong amounted to
63,592 million MJ. The commercial sector accounted for 46.2 percent of
the total consumption, the industrial sector 33.6 percent and the
domestic sector 20.2 percent (Table 3.1).
Electricity consumption was highest in the commercial sector.
These consumers are situated mainly in the urban commercial areas such
as Central District, Tsim Sha Tsui, Yau Ma Tei and Mongkok. The growth
in electricity consumption in this sector was also the highest. It
increased by 68.2 percent from 17,480 million MJ in 1981 to 29,393
million MJ in 1986. (Table 3.2) This was due mainly to the growth in
the urban areas and the new commercial complexes being established in
New Towns.
Consumers in the commercial sector use electricity mainly for
lighting, decorations, air-conditioning and for operating computers,
communication equipment and office machines. The costs associated
with electricity were usually a relatively small portion of the total
operating costs. Use of electricity are thus taken for granted and
the associated costs seldom seriously evaluated. Cost is not really
17
TABLE 3.1
ELECTRICITY DISTRIBUTION IN HONG KONG
COMMERCIAL* INDUSTRIAL DOMESTIC Total+
TOR Million Million Million Million
of % of % of
Mega- Mega- Mega- Mega-Total Total TotalIYEAR joulesjoules joulesjoules
1981 42.017,480 15,406 37.0 8,733 21.0 41,619
20,1061982 44.9 15,436 34.5 20.69,227 44,769
23,021 21.11983 45.6 16,820 33.3 10,685 50,526
20.024,805 45.8 18,543 34.2 10,816 54,1641984
20.0 57,33947.1 18,819 32.8 11,51927,0011985
63,59220.212,80821,391 33.646.229,3931986
* Including Street Lighting
+ Excluding Export to China
Source: Hong Kong 1981, 1982, 1983, 1984, 1985, 1986 and 1987









COMMERCIAL INDUSTRIAL DOMESTIC TOTALYEAR
1982 15.0 0.2 5.7 7.6
1983 14.5 9.0 15.8 15.1
1984 7.7 10.2 1.2 7.2
8.9 1.51985 6.5 5.9
8.9 13.7 11.2 10.91986
46.7 52 .'838.868.21981- 1986
Source: Hong Kong 1981, 1982, 1983, 1984, 1985, 1986 and 1987
Hong Kong Government Publications
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a problem as long as an electricity supply is available for them to
run their profitable businesses.
Next on the list was the industrial sector. These consumers
are situated in the urban areas mainly in Tsuen Wan, Kwun Tong, Sham
Shui Po and San Po Kong. The Tai Po Industrial Estate and Yuen Long
Industrial Estate are also gradually being occupied. The growth in
electricity consumption was however the lowest among the three sectors.
It increased by only 38.8 percent from 15,406 million MJ in 1980 to
21,391 million MJ in 1986. Consumers in this sector use electricity
to operate machinery and equipment. Alternative energy sources
such as gas and diesel oil can be used for most industries. The types
of energy source to be used are usually decided at the time of setting
up the industry. The decisions depend very much on the owners'
experience in the operations of the machinery and equipment.
Conversion from one type to another is costly since it requires not only
the cost for the installation of the new plants but also the removal of
the existing ones. Strong incentives are needed -for*an industrial
establishment to convert from one energy source to another.
The domestic sector accounted for the least amount of total
electricity consumed. These consumers are concentrated in urban areas
but are gradually shifting to New Towns in Tsuen Wan, Tuen Mun, Shatin
and Tai Po as the new housing estates are completed and occupied. The
growth rate in the domestic sector has been moderate. It increased
46.7 percent from 8,733 million MJ in 1981 to 12,808 million MJ in
1986. The growth reflects an improving living standard of the households
as a result of the large number of electrical appliances being developed
and popularly used.
Correlation with Standard of Living
People of different cultural backgrounds use different
20
indicators to measure the standard of living. Whilst there is no
rigorous yardstick which is universally accepted as a practical
indicator for the standard of living, the general consensus is that the
standard of living in developed countries is higher than that of the
developing countries. Table 3.3 shows the per capita consumption of
electricity of some countries, and the growth over the period 1980 to
1983. The general pattern of electricity consumption is seen to be
linked to the economy, and therefore to the standard of living of a
country. Apart from the very cold countries such as Norway where cheap
hydro-generated electricity is used for prolonged winter heating, the
first explanation for this pattern is that, use of electrical applianceE
provides convenience and comfort to the consumers. The more well-off
the people are, the more appliances they use, and hence higher
consumption of electricity. The second explanation is that the extent
of manufacturing industries which support the prosperity of a country,
relies a lot on electricity for heating, transportation and automation.
The third explanation is that in wealthier countries, people tend to
have the time, money and mood for entertainment. In these countries,
services industries fluorish thereby consuming more electricity.
Developing countries have a faster rate of growth of per capita
consumption. This is shown in Table 3.4. Developed countries were
more seriously hurt by the oil crises in 1981 and 1982, while developing
countries were able to sustain their positive rates of growth. The per
capita consumption of electricity of developing countries is, however,
still well below that of the developed countries. This appears to
indicate that there is still plenty of room for further use of
electrical appliances and machinery in developing countries, with
corresponding increase in electricity consumption.
Table 3.5 shows the per capita gross domestic product in 1982
for some selected countries. The United States has been notorious for
21TABLE 3.3
PER CAPITA CONSUMPTION OF ELECTRICITY
ANNUAL GROWTH RATE
(1980 - 1983)
Per Capita Consumption of Electricity, kWh. Growth
Country Rate %,
1980 1981 1982 1983 4 Years
U.S.A. 10,459 10, 414 10,065 10,280 - 1.71
U.K. 5,100 4,975 4,949 2.964 1877
Japan 4,949 4,914 4,916 5,067 + 2.38
Singapore 2,836 3,013 3,153 3,417 + 20.49
Hong Kong 2,449 2,532 2,697 2,990 + 22.09
China 305 310 325 344 + 12.79
173 186 202 + 16.76India 194
6.34139 142 133142Zaire




(Countries after Hong Kong are included for comparison
of standard of living. Cold countries rely more on
electricity for winter heating).
Sources: United Nations Statistical Year Book,
United Nations, 1982.
Internationsl Financial Statistical Year Book,
United Nations, 1982.
Monthly Bulletin of Statistics, July September,
1986, United Nations.
Hong Kong Monthly Digest of Statistics - Special
Review, July 1986, Census Statistics Department,
Hong Kong Government Publications.
22TABLE 3.4




Growth RateAnnual Growth Rate,
%, 4 - YearCountry
Overall198319821981
- 1.71+ 2.14- 3.35- 0.43U.S.A.
- 2.96+ 2.14- 3.35- 2.45U.K.
+ 2.38+ 3.07- 0.97+ 0.30Japan
+ 20.49+ 8.37+ 4.65+ 6.24Singapore
+ 22.09+ 10.85+ 6.52+ 3.39Hong Kong
Sources: United Nations Statistical Year Book,
United Nations, 1982.
Internationsl Financial Statistical Year. Book,
United Nations, 1982.
Monthly Bulletin of Statistics, July September,
1986, United Nations.
Hong Kong Monthly Digest of Statistics - Special
Review, July 1986, Census Statistics Department,
Hong Kong Government Publications.
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TABLE 3.5




Per Capita GDP,Country Consumption of kWh /$GDUS$
Electricity kWh
U.S.A. 11,410 10,065 0.882
U.K. 9,270 4, 877 0.526
Japan 9,390 4,916 0.524
Singapore 5,210 3,153 0.606
Hong Kong 5,940 0.4542 ,697
Sources: United, Nations Statistical Year Book,.
United Nations, 1982.
Internationsl Financial Statistical *Year Book,
United Nations, 1982.
Monthly Bulletin of Statistics, July September,
1986, United Nations.
Hong Kong-:Monthly Digest of'Statistics- Special
Review, July.1986, Census Statistics Department,
Hong Kong Government Publications.
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her over-luxurious and sometime wasteful use of all forms of energy:
petroleum, electricity and natural gas. It can be said, however, that
the standard of living in the United States is higher in western terms
than in the United Kingdom or Japan. For Japan and the United Kingdom,
being on the same climatic belt, their per capita kWh/ $GDP are similar.
The ratios of per capita kWh./ $GDP of Hong Kong and Singapore show,
however, a marked difference - Hong Kong, having a higher per capita
GDP, has a ratio of 0.454 while Singapore has a ratio of 0.606. This
indicate that the average Hong Kong citizen is using less. Looking at
Tables 3.4 and 3.5 in another way, it means that developing countries,
like Singapore and Hong Kong, would continue to grow in terms of use of
electricity until the per capita consumption is closer to that of the
developed countries.
Market Share
Apart from electricity, other forms of energy commonly used
for heating and cooking are Towngas and LPG (Liquefied Petroleum Gas).
There is therefore competition between Towngas, LPG and electricity
for the heating and cooking market. Table 3.6 shows the consumption
of Towngas and LPG as compared with that of electricity during the
last decade. Ignoring LPG, which accounts for less than 0.01 percent
of the total market, a comparison between Towngas and electricity
shows that the market share for Towngas had been increasing due to a
higher growth rate than that of electricity.
In the domestic sector, Towngas consumption has increased
from 17.28 percent of the market in 1980 to 26.18 percent in 1986
(Illustration 3.4). Similarly in the commercial sector, an increase
from 9.03 percent in 1980 to 12.12 percent in 1986 is observed
(Illustration 3.5). Only in the industrial sector is electricity able
to maintain a share of 98.62 percent throughout the years. The trend
25TABLE 3.6










1985 7,979 5.8 61,121 15.52 3.53 7.55
1984 6,907 5.6 56,829 16.49 6.95 9.61
1983 5,924 5.2 51,848 21.93 8.16 13.33
4,858 4.81982 45t748 20.43 9.04 7.72
4,034 4.41981 14.47 5.0642 ,471
1980 3,524 40, 427 16.65 10.30








LPG= Liquefied petroleum gas, heat value taken as1
38.18 MJ/tonne, after Munasinghe and Schramm
One Therm taken as 105,506' MJ, after, Thewlis2.
Sources: Hong Kong 1975, 1976, 1977, 1978, 1979, 1980,
1981, 1982 1984, 1985 and 1986, Hong
Kong Government Publications
1Munasinghe, M. and Schramm, G., Energy Economics, Demand
Management and Conservation Policy, Van Nostrand Reinhold Co., 1983
2Thewlis, J., Concise Dictionary of Physics and Related
Subjects,, Pergammon Press, 1979.
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ILLUSTRATION 3.4








Source: Hong Kong Monthly Digest of Statistics - Special
Review, July 1986, Census Statistics Department,
Hong Kong Government Publications.
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ILLUSTRATION 3.5







Source: Hong Kong Monthly Digest of Statistics - Special
Review, July 1986, Census Statistics Department,
Hong Kong Government Publications.
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in the shifting of market shares appears to indicate that an
increasing number of domestic households and commercial enterprises
are using gas for cooking or has consumed more on cooking with gas.
The supplier of Towngas is expanding by commissioning a new
plant in Tai Po Industrial Estate which will be in operation in
mid-1987. Extensive laying of gas pipes is in progress to extend
the reach of Towngas into the new towns. Thus Towngas is expected to
capture an even larger market share in the coming years if the
Electricity Supply Companies do not take appropriate actions, firstly
in recognising the possible loss of market share in cooking and heating
and secondly, in well-planned promotional campaigns.
Public Relations
Public relations has its immediate objective the promotion of
good will and understanding between business and the public. Business,
like individuals, develop a personality, or image, over a period of
time. The image a business has- that is, the way it is perceived
or regarded by the public, is important.1
That the two Electricity Supply Companies in Hong Kong have
not been doing their best in public relations is evidenced by the
discovery and publicity on pulverized fuel ash near the Hong Kong
harbour, attributed to the power stations on Lamma Island, and the
1986 public outcry on the Daya Bay Nuclear Power Project of which CLP
plays a dominant role in the local scene.
In general the public is only aware of the existence of the
Electricity Supply Companies when they receive their bills, or when
their power supply is interrupted. They are not aware of the
investment and efforts put in by the Electricity Supply Companies into
improving the quality of supply, and in maintaining electricity charges
1Schwartz, D.J., Marketing Today- a Basic Approach, 2na Ea.,
P. 505, Harcourt Brace Jovanovich.
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at a lower level when compared with the charges of other unsubsidized




Electricity is a particularly versatile form of energy




With the continuing advancement of modern technology, more and
more electrical appliances have been developed. They provide greater
and greater reliance on electrical energy as their driving force. The
following fields of applications of electrical appliances are identified
as areas for potential market development.
Electric Vehicle 2,3
The electric vehicle emerged some years ago primarily as a
petroleum-saving transportation alternative. In the United States of
America and the United Kingdom, researchers and manufacturers have
been working closely to develop a practical, economical, roadworthy
and energy-saving electric vehicle. Many prototypes have been
manufactured and are under active field tests for various aspects of
their performances. Although not yet all available on a single
vehicle, recent achievements in its performance :include -:speeds up to
65 miles per hour, acceleration up to 30 miles per hour in 80 seconds,
1Munasinghe, M. and Schramm, G.,'Energy Economics Demand
Management and Conservation Policy, Van Nostrand Reinhold Co., 1983.
2Electric vehicles, IEEE Power Engineering Review, August 1984.
3Arminas, D., Putting Some Spark into the Electric Car,
Electrical Review, Vol. 218, 1986.
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an urban driving range of up to 70 miles without recharging and a
price tag competitive with better conventional vehicles.
The car is not yet commercially available for need of further
modification and development of even better form of battery sets as
the driving source. However, electric vehicle development corporations
have been established to promote production and use of electric vehicles,
to identify specific markets, expand the need for electric vehicles in
these markets by developing a vehicle that meets the market requirements,
and advance commercialization through large scale demonstrations of the
vehicles in various markets.
There is a potential market for this vehicle since it will. not
pollute the environment.
Electric Cooking 1,2 and Heating Facilities
Electric heating and cooking face strong competition from LPG
and Towngas heating and cooking. However, with the development of new
electric cooking appliances of the modern home, potential market in
this field is still promising. Such electrical appliances include the
rice cooker, slow-cooking pot, pressure cooker, electric wok3, microwave
oven, and water heating kettles. With demonstrated equal cooking
ability with the gas cookers, electric cooking appliances provide a
cleaner, safer, and more advanced look of the kitchen. There is no
proven evidence that the electrically cooked food is less tasty or
less nourishing than that prepared by other means.
Besides the domestic sector, more and more industrial
undertakings and restaurants, hotels, and bakeries are changing to
electrical heating and cooking. For example, in the electronics
1Hsu, Rebecca, Towngas Cookery Book, HK China Gas Co., Ltd.
197 0.
2Marshall A., et. al., The New Complete Book of Cookery,
Summit Books/Pearl Hamlyn Pty Ltd. 1977.
3Wok: Chinese cooking utensil, oval shaped.
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industry, the computer-controlled electric-fired ovens and infrared
heaters are widely used for manufacturing and processing of electronic
components like IC (integrated circuit) circuit boards and silicon
chips for microprocessors. In the steel industry, more and more plants
have adopted the electric arc furnace for smelting and casting of the
iron ore.
The .demand of.electric .power. in the heating and cooking fields
is still growing'steadily.
Air-Conditioning
One way of making a home comfortable, enjoyable and refreshing
is to provide air-conditioning. Modern advancements in air-
conditioning has provided cooling, heating and dehumidifying facilities
in one single unit. Such convenience and comfort have attracted more
people, especially the younger families, to install air-conditioners
in their homes.
With the relaxation on the restrictions to install air-
conditioners in Government low cost housing estates and temporary
housing areas, more and more people have installed their own units.
Sales record of the window-type air-conditioners in the market has
shown an upward trend over the past few years and is expected to
continue to grow in the coming years.
Some private housing developments also provide free air-
conditioning units in the new flats to promote sales. Use of
electricity for air-conditioning continues to be a growing market.
Personal Computers
With the popularity of-video games and the decreasing cost
of personal computers in the market, increasing numbers of young
people are buying their own units for amusement and learning. Although
the electricity consumption for the individual unit is small, there is
the associated consumption in working with them, for example, lighting
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and ventilation. Electronic computing and programming are now being
included in the secondary education curriculum. The market of personal
computers is expected to further expand.
there the information processing system is vital as in
management information system of organisations, an uninterruptible
power supply (UPS) may be considered as an additional feature of the
computer system. More electricity is required to make best use of
1
this feature
Pricing Electricity Supply Reliability
The current pricing strategy of the Electricity Supply
Companies is related only to: the production cost and takes no account
of the quality of the electricity supply. In other words, consumers are
presented with only one choice of quality at a fixed price. The
quality of electricity supply in Hong Kong, in terms of reliability
and voltage stability, is relatively high as compared with most cities
in developed countries. However, the quality and price package may not
be what the consumer prefers. Some consumers may prefer to pay less for
a less reliable supply.
In a recent article by John Douglas on The Value of
Reliability2, utilities in the United States are beginning to use
innovative rates to keep electric power competitive and shape load
characteristics. Consumers accepting a lower priority level of
service pay less for their consumptions but may have the electricity
supply more frequently interrupted. It allows the Electricity Supply
Companies to cut down on the operating margin, which is the reserve
capacity required by the Companies to maintain a reliable electricity
supply.
1Pedersen, G., Selecting the Correct UPS Capacity, Electronics
Power, August 1984
2Douglas J., The Value of Reliability, IEEE *Power *Engineering
Review, September, 1986
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The article also described a recent survey conducted for Pacific
Gas and Electric Company as to how consumers say they would respond
when presented with an explicit trade-off between electricity cost and
reliability. About 70 percent of residential consumers chose to
decrease their monthly electricity bill and accept lower reliability
while commercial and industrial consumers overwhelmingly preferred
higher reliability, notwithstanding the fact that they may have to
shoulder a ten percent rate increase for half the number of outages
they were. experiencing at the moment.
This is a very interesting alternative way to price electricity.
It gives consumers a choice of options which may be more suited to
their needs, and allows consumers to pay a lower price if the
Electricity Supply Company fails to deliver the required quality
demanded by the consumers. For the Electricity Supply Company, the
benefits lie in an improved load factor, and hence better utilization
of plants, and deferred capital cost for additional plant installations.
Whether or not pricing electricity supply reliability is
applicable in Hong Kong depends not only on the details of the price
structure, but also very much on consumer attitude towards electricity
consumption.
Night Rate Tariff
The night rate tariff is a reduced tariff for consumption of
electricity during the off-peak period. The purpose of the tariff
is to improve the Electricity Supply Company's load factor by
encouraging consumers to shift part of their electricity demand from
day time to night time. As an inducement, a lower tariff is offered
to consumers participating in the scheme. At present, the tariff is
applicable to domestic night storage water heating purpose and the
large power tariff consumers.
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Under the domestic night storage water heating scheme, a
reduced rate, as shown in Table 4.1, is offered for use of electricity
for domestic water heating purpose, between the hours of 11:00 p.m. and
7:00 a.m. the next morning, that is, during the low demand period. A
separate energy meter, together with a time switch, are installed for
this purpose. The monthly bill for the consumer will be the aggregate
of the charges on consumption for normal use, and the consumption for
night water heating. With properly designed storage-type water
heaters, adequate hot water for a family can be prepared at night,
taking advantage of the reduced electricity rate, and stored for use
any time of the day.
Apart from the night storage water heating rate, CLP also
offers an off-peak rider for consumers billed under the large power
tariff. This class of consumers has an individual maximum demand of
over 3,000 kVA (kilovoltampere). A reduced rate will be available if
the off-peak, that is, the period between 6:00 p.m. and 9:00 a.m., and
all Sundays, is at least 90 percent of the on-peak demand. The special
tariff is 37 cents for each unit of the off-peak consumption.
Other avenues to encourage the use of electricity during
off-peak hours can be explored and pursued. A typical example would
be the electric car. This pollution-free vehicle would require
re-charging after a period of operation. When the electric car is
commonly accepted, a considerable improvement in load factor can be
achieved, by offering-special rates for night charging of the
batteries.
Consumer Services
In addition to -an adequate supply of electricity, the Electricity
Supply Companies provide a fairly -high level of related services.
Looking at the use of electricity from the point of view of the
36
TABLE 4.1
DOMESTIC NIGHT STORAGE WATER HEATING SCHEME
Normal domestic tariff:-
Scheme ofTotal Monthly Tariff Rate Net Rate
ControlConsumption (Cents) (Cents)
Rebate (Cents)
Each of the first 20
73.1 0.6 72.5
units
Each of the next 480
67.4 0.6 66.8
units
Each.unit over 500 65.5 0.6 64.9
Night storage water heating rate:
Each unit 47.0
Source: China Light and Power Company Limited
Electricity Rates 1.3.1987
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consumers will, however, cast a different light on the level of
services provided. Electricity is purchased for the purpose of
conversion into heat, light, sound and motive energies for their
utilization and convenience. The consumers will be concerned more
with the after-sales services. To ensure continued satisfaction of
the consumers, the Electricity Supply Companies must continue to
improve on the existing level of services, explore and introduce new
areas of services from the consumers' point of view.
Additional services can be provided only at additional costs
to the Electricity Supply Companies. Such additional costs may be
perceived by the public as likely to be passed on to the ultimate
consumer. The Electricity Supply Companies must therefore introduce
additional services which are perceived to be cost-effective.
Cost-effective improvements can be introduced in three areas
of consumer services:-
a) Incorporate the services provided at existing consumer
services centres in the Electricity Supply Companies' promotion
efforts, so that more people are aware of such services, and the
consumer services centres are more fully utilized
b) Set up a monitoring system for consumer services centre
staff to report on possible additional services, as reflected by
callers at the centres. These potential additional services should
be investigated for their cost-effectiveness and introduced if
warranted
. c) Provide training and retraining, for all staff engaged
or likely to be engaged in consumer services work, so that the
attitude of these staff are always geared up to providing the best
possible services to consumers, in terms of technical knowledge,
company procedures, current trends in the use of appliances, helpfulness
to consumers, and the importance of an improved company image.
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CHAPTER V
CONSUMER BEHAVIOUR IN HONG KONG
To sell Jane Smith
what Jane Smith buys,
You've got to see things
through Jane Smith's eyes.
Old Rhymel
To choose from the various alternative development areas for
devising a feasible marketing plan, it is necessary to study consumer
behaviour towards electricity consumption. Three cases of increased
use of electricity are studied, followed by a survey of the attitudes
of the general public.
The Case of Cheung Chau Island`
With a population of thirty thousand in an area of 2.3 square
kilometres, Cheung Chau is the most populous of Hong Kong's outlying
Islands. Before 1984, electricity supply on the Island was provided
by Cheung Chau Electric Company Limited (CCEC) operating her own
generating stations on the Island. Price of electricity was higher than
that offered by the other Electricity Supply Companies in Hong Kong.
On 1st January, 1984, CLP acquired CCEC's assets and started to provide
electricity to the Island. As a result, consumers on the Island
enjoyed a significantly reduced electricity rate, which was only 46
percent of the amount they previously paid. (Illustration 5.1)
IAdopted from Schwartz, D.J., The Marketing Function,




COMPARISON OF PER UNIT ELECTRICITY CHARGES
















1. Annual Report 1986, China Light Power Company, Limited
2. Electricity Bill, Cheung Chau Electric Company, Limited
1983
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Taking advantage of the reduced electricity price, domestic
consumers on the Island purchased air-conditioners, water-heaters and
other electrical appliances to enjoy an improved living environment.
Tsit on Ice Factory, a major industrial establishment on the Island
serving the fishing boats, has also replaced her diesel plants by
electrical ones. The main reasons for the conversion are reduced
energy costs and demand for a quieter environment by the Cheung Chau
islanders.1
As a result of the consumer behaviour in response to the price
reduction in 1984, the electricity consumption on the Island, in units
of electricity consumed, increased by 31 percent in 1985 and 23 percent
in 1986 (Illustration 5.2). In terms of sales revenue, the turnover in
1986 has already reached the amount before the first price reduction.
From the case of Cheung Chau Island, consumers appear to care
more about an improved living condition and better environmental
conditions than savings in cost. Faced with a sudden decrease in
electricity price, they tend to take advantage of it to increase their
electricity consumption by using more electrical appliances for the
benefits of comfort, convenience, efficiency and cleanliness.
The Case of Kee Wah Bakery Limited
Kee Wah Bakery Limited is one of the well-established bakeries
in Hong Kong specialising in traditional wedding cakes and moon cakes.
In recent years the bakery business has been expanding to cover a
wider range of baked products such as fancy bread and western cakes.
The sales revenue in 1986 exceeded HK$40,000,000.
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the reasons behind the introduction of the first local-made electric-
fired oven for massive baking were discussed. In 1968, Mr. Wong had
anticipated more stringent anti-pollution laws in the next few years,
which would make the licensing of fuel-fired ovens very difficult. His
initial estimates on the potential saving in fuel cost by switching to
electricity was neither believed-nor considered significant by
the master bakers and senior executives. He was, however, able to
convince the senior executives and master bakers that they should try
one, and he managed to introduce his design in 1968 when their Pei Ho
Street Branch workshop was due for renovation.
Mr. Wong estimated that there were still some 50 percent of
fuel-fired ovens in use. The benefits of electric-fired ovens such as
cheaper fuel cost, better controllability, ability to sustain continuous
baking process and saving in workshop space, are quite obvious. Smaller-
scale bakeries are, however, reluctant to plough in their earnings in
renovation of fuel-fired ovens. They cannot therefore enjoy the benefits
from the use of electric-fired ovens.
The Case of A Young Couple
Mr. and Mrs. Chung were a young couple in their early thirties.
They have been married for four years. Mr. Chung was the eldest son of
his family. His father was a civil servant and was very strict to his
five children. Mr. Chung was a university graduate and started his
career as a junior executive in a well-known travel agency firm.
Mrs. Chung was the youngest of her three sisters and was the
number eight of the ten children in her family. Her father-died when
she was twelve years old and her two elder brothers had to work hard
to keep the family feeding. Mrs. Chung completed her post-secondary
education in 1978 and became a teacher in a primary school.
Mr. and Mrs. Chung first became acquainted in 1979 and was
43
married in 1982. After marriage, they rented a flat in Mongkok area.
As their total income level exceeded the entitlement of the Government
Home Ownership Scheme, they decided to buy their own flat by instalment.
By that time, Mr. Chung has been promoted to an executive manager in
the travel agency firm.
In 1983, they bought a house in Fairview Park in Yuen Long at
a cost of $280,000. The initial downpayment had almost consumed all
their savings and they moved into the new house with only a few
additional furniture.
In the years onward, they increased their assets by bringing
in more and more furniture and household appliances, ranging from new
leather sofa, carpet, table lamps, water heater, refrigerator, washing
machine, vacuum cleaner, colour television set, video recorder, air-
conditioner, Hi-Fi sound system to electric lawn mower. Last year
they also bought a new car.
In the interview with the couple, they explained that they were
not extravagant in buying all these things. They felt that a modern
home should include most items of the above list, if not more. In the
initial years, they had to spend less because of the repayment of the
house instalment. With the increase of their income and the living
standard, they found that they were required to keep up with the other
families and to keep themselves satisfied on their own achievements.
In questioning about their electricity bill, they claimed that
the ten-times increase in electricity consumption over the few years
was worthy of and justified by the standard of living, comfort and
convenience through the use of electricity. They will, no doubt, buy
more if any newly developed household appliances come to light.
Consumer Attitude towards*Electricity,Consumption
A questionnaire survey on consumer attitude towards electricity
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consumption was conducted in early 1987. Respondents were asked to
rate how strongly they would agree to buy an electrical appliance
given one condition at a time. The ratings were given scores of +2
for strongly agree, +1 for agree, 0 for uncertain, -1 for disagree and
-2 for strongly disagree. For each question, the ratings from all
respondents were averaged to give a weighted average score.
The first type of electrical appliance chosen was air-
conditioner. Air-conditioning is now a common practice in Hong Kong.
In the questionnaire, respondents were given four factors for rating.
The averaged scores are shown in Illustration 5.3. From these scores,
price of electricity appears to be the factor considered by the
respondents most likely to influence their purchase decisions. This
factor is followed by no overloading of electrical installations, no
Government restrictions in Housing Estates and finally, peers'
recommendations. The results imply that consumers are generally
satisfied that their electrical installations are adequate or would
not hesitate to modify them if necessary for installing air-
conditioners. They do not feel that Government has unreasonably
restricted their addition of air-conditioners. Recommendations by
other people would not be strongly needed for their final decisions.
Their only concern is price of electricity. In other words, if
electricity price could be reduced or more efficient air-conditioners
could be put on the market, more extensive use of air-conditioning
would result.
-When questioned on electric water heaters, no alternative
choice of gas for heating becomes the dominant factor, well above
safety, price and overloading of electrical installations. Peers'
recommendation is again ranked lowest. From the results, consumers
appear to view water heaters as a necessity and would install electric
water heaters if they do not have an alternative choice. Also,
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ILLUSTRATION 5.3
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Notes: 1. The more positive the score of a factor,
the more likely it influences consumers to buy.
2. The more negative the score of a factor,
the less likely it influences consumers to buy.
3. Sample size: 334, except factor marked '*'
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consumers appear to prefer gas water heaters than electric ones. One
possible explanation is the more common availability of gas water
heaters as compared with that of electric water heaters. If this is
the case, new flats designed for fitting gas water heaters would
preclude the use of electricity as consumers are unlikely to take the
trouble to make the necessary modifications in their electrical
installations to fit electric water heaters. From the results of this
survey, safety and price do not appear to be the discriminating
factors affecting the choice between gas and electricity.
The average scores for electric cookers are generally lower
than the other appliances. The results indicate that the features of
electric cookers are not well known among most of the consumers as
kitchen accessories. Safety and food quality are ranked highest,
followed by choice of no alternative gas supply, price and overloading
of electrical installations. The high scores for safety and food
quality considerations could mean that electric cookers are not
considered safe enough and are considered by most consumers as
inferior in cooking good food.
The electric car is ranked highest among the four appliances
in overall average score, but the differences among the factors are
small. Attitudes appear to be favourable towards this new product.
Price is the most important factor, followed by performance, service
records and cleanliness. The last factor, cleanliness, is the most
superior property favouring electric car, but unfortunately, is rated
least likely to influence consumers' decisions. Details of the
ratings from all respondents are indluded in Table 5.1.
Summarizing the findings, price is generally an important
consideration for consumers' buying decisions. In the case of water
heaters and cookers, safety and performance of the appliances are
rated as important considerations. In other words, consumers will
47TABLE 5.1
RESULT OF SURVEY ON CONSUMER ATTITUDE
TOWARDS ELECTRICITY CONSUMPTION
(MARCH 1987)
NUMBER OF RESPONDENTSTYPE OF
FACTOR WEIGir EDAPPLIA14CE STRO GLY STRONGLY AVERAGEAGREE UNCERTAINAGREE IDISAGREE DISAGREE
Air-conditioner Cheaper 127 153 27 26 1 1.13
Peers' recooLmendation 21 124 86 9S 8 0.16
Covcrnaent imposes no 6 73 34 30 4 0.32
restriction in Housing
Estate
Will not overload 45 178 4556 10 0.61
installations
Electric Cheaper 71 158 30 67 a 0.65
Water heater
Peers' recot ndation 25 116 08 91 14 0.14
No alternative choice of 75 208 27 24 0 1.00
heating (gas)
Will not overload 38 163 65 63 5 0.50
installations
Safer Si 165 57 53 2 0.66
Electric Cookci Cheaper 36 131 10157 9 0.25
No alternative choice of 4354 128 99 10 0.35
heating (gas)
40 48168 7S 0.583Good food quality
-0.01will not overload 13 103 107 1398
installations
2 0.59Safer 177 5037 68
3 0.41133Cleaner 24 37137IElectric Car
0.5832929 170Proven in service 103
2 0.7423Comparable performwncc 55 164 90
0.8622073 73166Cheaper
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have to satisfy themselves that the products are safe, can perform
well and worth their prices before they will purchase the product.
To develop a satisfactory marketing plan based on these findings,
consumers will have to be given true and accurate information on how




The industry's objectives must be related to the
practical discharge of statutory obligations together
with those necessary to meet consumers' requirements.
Milnel
Target Markets
Comparison of the Hong Kong Market for electricity with other
developed countries revealed that a great potential exists for
further expansion to catch up with other countries, not to mention new
technological advancements demanding more extensive use of electricity.
Detailed analysis of the market in Hong Kong has shown that the prospects
lie in the industrial and domestic sectors. The commercial sector will
continue to grow without much marketing effort at this time.
The industrial sector has a growth rate of electricity
consumption less than that of the commercial sector in recent years.
Due to the much higher amount of electricity consumption, a small
percentage increase in sales in this sector means a large overall sales
increase to the Electricity Supply Companies. Of the 48,623
industrial undertakings in Hong Kong2, over 70 percent are small-scale
factories which cannot afford to retain the service of professional
staff to help them plan their factory layout, machinery installation
and economic operation of their plant and facilities. Advisory
1Milne, A.G., Distribution of Electricity, *Electronics
Power, October, 197 3.
2 Hn Kona 1987, Hong Kong Government Publication.
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services offered by the Electricity Supply Companies in these aspects
would definitely receive warm welcome. Conversion from fuel-fired to
electric-fired heating and the introduction of three-shift operation
for better plant utilization and to benefit from the off-peak tariff
rate can mean savings on the overall operating costs of these
factories, as well as improving the Electricity Supply Companies'
image among the operators of this sector.
The domestic sector's consumption of electricity has a steady
rate of growth partly due to establishment of new homes, and partly due
to increased consumption as more new electrical appliances are being
used in existing homes. This sector can conveniently be partitioned
into two segments, the new families and the existing families. Cost-
effective plans can be drawn up to promote the use of electricity based
on the different immediate aspirations of the two types of consumers.
An example would be the promotion for use of electric cookers for
domestic cooking. For new families, the most cost-effective approach
would be to coordinate with architects and developers so that the
kitchens of new flats are provided with space for electric cookers and
water heaters. For existing families, the approach would be to promote
use of electric cookers by emphasizing on the relative safety, comfort
and cleanliness when compared with cookers fired by base fuels.
Obj ective
Focussing on the area supplied by CLP, an objective is
proposed to direct the overall marketing efforts. This objective will
also provide the basis for control and evaluation of the proposed
marketing plan.
Industrial Sector
The sales revenue in the industrial sector increased from
51HK$1,619 million in 1981 to HK$2,454 million in 19861. This is
equivalent to a stepped growth rate of 8.7 percent per annum. This
annual growth can be attributed to additional utilization of
electricity in existing factories in response to expanding production
requirements, and the net increase in the number of industrial
undertakings.
The effect of the implementation of a marketing plan cannot
be expected to be significant in the first year. The objective is to
maintain a moderate increase of 8.8 percent in sales in the industrial
sector. With continued marketing effort, the number of industrial
undertakings to convert to the use of electricity from the use of other
energy sources by the second year should be 110. This will result in
an increase in sales in the second year of 10.1 percent. The target
for the third year is to convert 310 factories into all-electricity
users, resulting in an increase in sales of 10.9 percent. Table 6.1
shows these targets in terms of units of electricity consumed in the
industrial sector.
Domestic Sector
The sales revenue in the domestic sector increased from
HK$878 million in 1981 to HK$1,465 million in 1986. This is equivalent
to a stepped growth rate of 10.8 percent per annum. This growth is
mainly due to the establishment of new families, as well as the use
of additional electrical appliances in existing families.
Marketing efforts directed at this sector are likely to have
immediate results because additional purchase of electrical appliance
would result in immediate additional electricity consumption. The
target for the first year is for installation of electric water-heaters
and cookers in four thousand families, resulting in an increase in















sales of electricity of 11.5 percent. The targets for the second and
third year are respectively 20,000 and 42,000 additional families
using electric water-heaters and cookers. Table 6.2 shows the
targets in terms of units of electricity consumed in the domestic
sector.
Table 6.3 shows the target figure for both industrial and
domestic sectors in terms of dollar sales, assuming the price of
electricity is maintained throughout the three year period at 1986
price of HK$0.5427'per kWh. These figures should be reviewed
annually to ensure that the market potential in these two sectors is
fully explored.
Method of Evaluation
The effectiveness of the marketing plan will be evaluated in
three aspects namely the growth in sales, the improvement in load
factor and company image.
The growth in sales may be measured in terms of either sales
turnover in Hong Kong Dollars or annual electricity consumption in
kilowatt-hours. Measuring in dollar values will take into account
the effect of the price of electricity, which is in turn affected
significantly by the fuel costs. By eliminating the effect of price
changes on the sales growth, the marketing plan can most objectively
be assessed by consumptions in kilowatt-hours. The actual growth in
electricity consumptions can be compared with the forecasted figures
to assess the effectiveness of the marketing plan.
The improvement in load factor can be measured by comparing
the yearly figures. The initial stage of the marketing plan is to
encourage more installations and use of electrical appliances and
machineries in the two target sectors. The load factor is anticipated

























Sales figures adapted from Annual Report 1936,
China Light Power Company, Limited
Average growth rate 1981 - 1986, adapted fron
Annual Report 1986, China Light Power
Company, Limited.
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of these appliances and machineries exclusively at times of low
electricity demand, possibly as a follow-up to the present plan, no
definite target for load factor is declared.
In evaluating company image, it is proposed to use
questionnaire survey. Consumers' views in three aspects will be
sought. They are reliability of the electricity supply,
reasonableness of the price and response to consumers' requests.
Respondents are simply asked to rate how strongly they agree with
each aspect on a five-point scale. Consumers can be selected at
random from different demographic segments and-the ratings can be
averaged to give an indication of the consumers' perceptions on how
good a job the Company is doing. The proposed questionnaire is




Following are some statements concerning China Light Power Company
Limited. For each statement, please indicate by circling the number.
that best represents how you feel about the Company. Thank you.
Dis- StronglyStrongly Un-
DisagreeAgree Agree certain agree
l. The electricity supply
4 2 1provided by the Company 5 3
is satisfactory
2. The electricity supply
2 14 35provided by the Company
seldom breaks down.
3. The price of electricity
124 35charged by the Company
is reasonable.
4. The services provided by
2 14 35
the Company are adequate.
5. The services provided by 124 35
the Company are speedy.
6. The.Company responds to 124 35
emergencies quickly.
7. Overall speaking, the
12345Company provides good
service.
8. In general, my impression 124 35
of the Company is good.
9. In general, the public
statements or claims 12345
made by the Company are
trustworthy.
10. Please write down below any suggestions you would make to the
Company for improving its services.
IA revised and simplified version based on the questionnaire
survey conducted for CLP by. Marketing Decision Research Co., Ltd.




Truth itself is meaningless if people do not PERCEIVE
it as the truth.
William McCollam1
Pricing
Profitability is affected more directly by pricing decisions
than by decisions related to any other marketing variables. The
pricing plan should therefore be an integral part of the marketing
plan and hence ultimately the corporate plan.
In Hong Kong, the price of electricity is governed by the
Scheme of Control approved by the Government. Any change of price and
tariff structure will be based on financing plans submitted to the
Government for approval. As a result, the price is practically an
invariable factor in the short term.
Nevertheless, from the results of the survey on consumer
behaviour in Hong Kong, the pricing of electricity will have a
considerable effect on consumption. People in general agree that they
will install air-conditioners if electricity is cheaper. Conforming
to this is the case of the Cheung Chau Island2 where people actually
use more after the price of electricity was lowered, resulting in a
bill with nearly the same total amount.
To increase sales without much change to the basic tariff, the
1McCollam, William, A 1984 Look at the Electric Power Future,
IEEE Power Engineering Review 1984.
ZSee Appendix 8.
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existing night rate tariff can be extended to include wider
applications. Apart from the present night storage water heating
scheme and the large power tariff off-peak riders, the reduced tariff
can be made available to all domestic consumers between the period
11 p.m. to 7 a.m. daily to encourage them to use air-conditioners
overnight= The wider application of off-peak tariff will help to
increase sales and improve the load factor.
The pricing strategy according to reliability is unlikely to
be applicable to Hong Kong. People value the continuity of supply
even more than the price. Young people are less price conscious when
they consider the convenience and satisfaction that electricity brings
about. Another factor that limits the application is the geographical
distribution of domestic, commercial and industrial consumers in Hong
Kong, which cannot be easily partitioned for discriminatory services.
The basic strategy is to maintain the present simple tariff
structure and extend the night rate tariff to use of other appliances
in addition to water heaters. Any proposal to revise the tariff
structure will warrant a separate research.
Promotion
.Being a natural monopoly, consumers generally do not expect the
Electricity Supply Company to promote the sales of its product. Direct
and aggressive promotions may be viewed by some consumers to be using
their funds for doubtful results.
The media as well as the messages employed for promoting sales
and company image should therefore be carefully chosen to avoid being
perceived by the consumers as promotional tactics to encourage sales
solely for boosting profits. The emphasis should be on safe and
efficient use of electricity, wise and better ways to achieve improved
living standards or working conditions.
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The current trend in Hong Kong, as it progresses towards 1997,
is for more civic awareness. The promotion strategy is to provide
correct and timely information on the operation, plans and financing
structure of the Electricity Supply Companies so that the general
public would feel that they understand. these Companies.
Product Development
Electricity provides satisfaction to the consumers through the-
use of electrical appliances. The development of electrical appliances
is therefore vital to the growth in consumer demand for electricity.
In Hong Kong, electricity is supplied at 200 volts, which is different
from international standards1. Unless an appliance is tailor-made for
Hong Kong, it will not perform at its best. If the electricity supply
voltage used in Hong Kong is revised to be in line with international'
standards, say 220 volts, electrical appliances would be more easily
available and more extensively used.
To develop new appliances is not the main business of the
Electricity Supply Companies. To provide assistance to manufacturers
of electrical appliances in the field of research and development
would however, enable the Electricity Supply Companies to keep track
of current developments in electrical appliances, thus allowing them
to make more accurate forecasts of the consumer demands for electricity.
The strategy in product development is to encourage the use
of a voltage consistent with other countries and to provide assistance
to manufacturers of electrical appliances.
1The consumer voltages used internationally are 110 volts,




a natural monopoly was susceptible to
nationalization,..... and needed community support
for its survival...... community support could not
be obtained by propaganda campaigns...... It can
be obtained only by creating customer satisfaction
DruckerI
Aiming specifically at the two target sectors within the
areas supplied with electricity by CLP, namely the industrial and the
domestic sectors, a marketing plan in line with the strategies
developed in Chapter Seven of this Research Report is proposed.
In the industrial sector, consultancy services can be
provided not only to small scale factories which do not have their
own professional staff to deal with the economic use of energy sources,
but also large scale ones whenever the expertise of CLP can be made
use of. Provision of consultancy services benefits consumers in
savings for energy costs, more effective use of energy sources and
often, as demonstrated in the case studies2, better utilization of
human and material resources as a result of more efficient
manufacturing processes. To CLP, the benefits are growth in
electricity consumption and improvements in company image.
In the domestic sector, the consultancy services team can
1Drucker, P.F., Management Tasks, Responsibilities and
Practices, Harper Row Publishers, 1973.
2 See Appendices 9 and 10 for the Case of Tsit On Ice Factory
and the Case of Kee Wah Bakery Limited.
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co-ordinate with architects and developers to provide suitable
facilities for electrical appliances, particularly air-conditioners,
electric cooker and electric water heaters, in new buildings. In
line with the strategy for correct and timely information, Cookery
Courses, Display Centres and a Permanent Exhibition Centre are
proposed. The Cookery Courses and the publications of Cookery Books
will be.-directed to changing the old Chinese custom of cooking with a
roaring flame. The Display Centres and Exhibitions will be directed
to proper ways of using electricity and introducing new ways of
using it.
Monitoring of the tariff structure, encouragement of revision
of the electricity supply voltage, and provision of assistance to
electrical manufacturers can be carried out by the existing team of
Planning Engineers in CLP. No plan is proposed for new set-ups or
activities in these aspects.
To continuously augment the marketing efforts for the
industrial and the domestic sectors, participations in exhibitions
initiated by other organizations and technical talks are proposed
as part of the long term effort to enhance company image. Direct
mail advertising is to be employed but limited to providing
information in Consultancy Services, Cookery Courses, Display
Centres and Exhibition Centres.
To avoid aggressive promotional efforts being viewed as
encouraging wasteful use of energy resources, only activities which
will be seen to be cost-effective are recommended.
Consultancy Services
The primary aim of the consultancy services is to assist the
industrial consumers. A manufacturer may come for information and
advice on the availability and requirements of electricity supply
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that will best serve his factory. Another consumer may ask for ways
to lower his electricity bills. Other consultancy services may
include advice on night rate tariff, uninterruptible power supply
(UPS) systems, problems of electric surge on machines, and latest
development on electric vehicles and other machinery.
For small scale factories which do not have dedicated staff
to deal with long term development plans, the Company can provide
advice to them, aiming at: converting-their outdated plants into
l.
electric driven facilities as in the case of the Kee Wah Bakery
In order to help a prospect to buy the proposal, the adviser
must first find out the client's actual needs, which, by the way are
not necessarily those he states initially. Then he should review
whether there are suitable equipment in the market for the purpose
and finally explain to the prospect what will be the cost savings and
improvements in the implementation. A consultancy services unit
should consist of two teams of six industrial engineers each, drawing
administration and clerical support from existing Company outfit.
Two offices should be set up, one in Tsuen wan serving the industrial
centres in Tsuen Wan, Kwai Chung and Yuen Long, the other in Kwun
Tong, serving the factories in Kwun Tong, San Po Kong, Shatin and
Tai Po. The set-up should be well publicized among the manufacturers
to make them fully aware of the available services.
The success of the consultancy services depends on the
efforts in providing adequate and useful information and assistance
to meet the consumers' needs.
Cookery Courses and Books
For the domestic sector, it is necessary to change the
cooking habits of the predominantly Chinese community. The Chinese
1cmm nnnAnix 10
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enjoy good food in terms of presentation, smell, taste and nutrition.
The basic cooking methods are steam, pan fry, deep fry, simmer and
broil. All the means of cooking, including baking, which is less
commonly used, can be provided by an electric range.
Most flats now being built do not allow for the use of the
electric range/oven. Indeed the facilities provided by the builders
in the kitchen, if any, is limited to a low level bench, suitable for
gas stove. The electric wiring provided in the kitchen is usually of
inadequate size for the electric range.
To promote the use of electricity for cooking purposes, a
task force should be set up to implement the following:-
a) Prepare a book of recipes. The use of electric range,
microwave ovens, refrigeration (for cold dishes) and
electric ovens should be hinted from time to time.
Cleanliness of the kitchen should also be mentioned.
Heat loss to the ambience when using base fuel can also
be included at suitable sections in the book.
b) Probe the electrical appliance market for co-sponsorship
of cookery course, using the electric range.
c) Sponsor a TV series on food preparation, kitchen hygiene
and cooking. Recipes can be taken from the book
mentioned earlier. More food by baking should be
demonstrated.
d) Organize an annual cooking competition.
Local agencies are available to undertake the above tasks at
a fee. Their expertise should be fully utilized for best results.
Contacts should be made with developers and builders to
introduce the idea of the modern all-electric kitchen so that
facilities for electric cooking are provided as part and parcel of
the new flats.
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It would take a long time to change the cooking habit of the
people. The belief that cooking with a flame roaring underneath the
Wok, with steam and oil fumes filling the whole kitchen and the
cook red-faced and sweating, should be gradually changed to that of a
cleaner kitchen, with heating source in contact only with the pan,
and not causing undue discomfort to the cook. The wise housewives
must be made aware that the electric range will heat the food, not
the kitchen environment, including they themselves.
Display Centres
To provide information for domestic consumers on the safe and
efficient use of electricity, permanent display centres should be set
up at locations regularly visited by these consumers. Existing
Consumers Services Centres of CLP which are located at convenient sites
within major population centres, provide cash collection and general
enquiry services. The majority of visitors to these Centres are
domestic consumers who usually have little knowledge of the technical
aspects of electricity. These Centres are thus ideal places as
permanent display centres.
Consumers visit the Centres normally once a month to settle
the electricity bills. The frequency for renewal of the displays in
the Centres is recommended to be once every three months in the first
phase. This will allow consumers to go through the display three
times, and would enable those who do not have enough time to go
through the display at each visit, or those who. occasionally ask
someone else to pay their bills, at least one opportunity of viewing
the message displayed. The displays in all Centres should be
identical at any one time, so that consumers using different Centres
at different times would be exposed to the same theme, resulting in
reinforcement of the message.
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In line with this strategy, the theme for each display will
focus on new developments in household electrical appliances,
efficient use of electricity and safety precautions. Since price is
considered by consumers to be a prime concern, the first of the
displays should concentrate on efficient use of electricity. Domestic
consumers often unnecessarily waste electricity by carelessly
switching on electrical appliances. By paying a little more
attention, wastage can be avoided and the total electricity bill
reduced. The title of the first display is:
Value for your electricity bills
Included in the display should be means of avoiding wastage, using
examples of air-conditioners, lamps, water-heaters and
refrigerators.
The second topic is to focus on safety. The title is:
Is your electrical installation safe?
Common malpractices and defects that are potentially dangerous are to
be displayed together with the suggested remedial actions. The theme
is to arouse consumers' awareness of the potential dangers and the
precautions to prevent these dangers.
By the time of the second display, consumers are likely to be
accustomed to the displays at the Consumer Services Centres.- The
third one may be carried out in conjunction with electrical
manufacturers to introduce new developments in household electrical
appliances. However, the displays have to be carefully selected so
that the Centres would not be seen by consumers as just another
showroom for the greedy salesmen. Only the most recent developments,
specially those with energy saving features, will be displayed.
Price of the appliances will not be listed but the estimated
electricity consumptions and the expected performance of the
appliances should be given. The title is:
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"How can electricity serve you more?
The final topic in the first year's series is to focus on
energy savings again. However, this time the theme is to suggest
means to evaluate the choice of electrical appliances. This can be
prepared in conjunction with the Consumer Council. Often, consumers
shop for the cheapest electrical appliances but unknowingly incur
greater running costs due to higher energy consumption. The topic
is
Are your electrical appliances good buys?
During the last stage in the first year, the displays should
be reviewed in line with their effects on consumers to enable the
themes for the following years to be developed.
Exhibitions
An exhibition is a means of communication between the
organization and the market place. It helps the Company promote its
product and services, and provides opportunities for the Company to
meet people of value to the Company.
The specific aim of the exhibitions of the Company should be
to promote its public image by causing the consumers to form an
opinion that the Company is honest, fair and ethical. This aim can
be achieved by sharing with the consumers information on the
Company's daily operations, services, cost controls and future plans.
The display in an exhibition can be furnished with display
boards which are re-usable on other sites and occasions.
Photographs, models, and innovative electrical appliances can be put
on the show. Audio-visual techniques also provide effective and low
cost communication.
A permanent exhibition centre should be established primarily
to provide an opportunity for meeting with consumers with a view to
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strengthening contacts. A suitable location should be chosen from
convenient places in commercial developments.
Besides the permanent exhibition centre, opportunities can be
made use of exhibitions arranged by other organizations, so that
benefits can be derived for both parties. Examples of such
exhibitions include the fight-crime campaign by the Police Force
where the fire hazard and danger to life associated with theft of
electricity supply can be advertised. Safe and correct use of
electric-operated tools and machines can be advertised at the
accident prevention campaigns organized by the Labour Department.
Cleanliness and convenience in using electric range for cooking can
be exhibited at cookery courses run by other organizations as well as
those run by CLP. New products such as electric vehicles can be
promoted at science exhibitions organized by schools and institutions.
Professional exhibition organizers are available in the
market and they can provide well-managed and successful exhibitions
including pre-show and in-show activities. They can provide
information about the type and number of potential visitors and a
budget cost for the shows.
Technical Talks
One way of enhancing the corporate image of CLP is to
continuously impress the public that the Company has the expertise,
and is willing to share that expertise with the public. It is also
established that the public would perceive the Company as a cold
giant if very little information about the operation of the Company
is made available to them. When a member of the public has access to
a printed information pamphlet about the Company, he may still think
the information contained therein inadequate. Without a convenient
channel of communication he may allow the concept of inadequate
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information is provided by the Company to sink in, thereby possessing
a misconception, undersirable from the Company's point of view.
To continue to improve the corporate image, CLP should prepare
its senior staff and make them available for talks to interested groups
on all topics related to the operation of the Company, the past, the
present and the future.
Guidelines
To avoid misunderstanding of general policies and
misconceptions being imparted to the public during these talks, CLP
should issue general guidelines to their staff on the best method of
presenting sensitive and difficult topics. The issue of such a
set of guidelines would also serve to inform the staff of the
Company's intention to encourage presentation by staff to outside
parties.
Topics
CLP has qualified and experienced staff in the field of
generation, transmission and distribution of electricity accounting
treatment of assets and expenditures to satisfy the Scheme of Control
requirements financing and management of special engineering
projects energy utilization and conservation pollution control of
coal and oil-fired power stations and environmental protection
associated with erection of transmission lines. Special topics such
as station designs, cable laying techniques, power system stability
controls, just to name a few, would also be useful and interesting
to professional people outside the Company, as well as college
students in the engineering faculties.
Target Audience
Talks to secondary school and college students are the
easiest to organize. Suitable topics discussed could supplement the
academic training of the students, and would be most welcome by
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schools and colleges. The immediate financial outlay for such
technical talks is negligible, but well-organized talks given to as
many students as possible would result in most of them growing up
believing that they understand the Company.
The Company should also utilize any opportunity that may
arise to give presentation at the regular meetings of professional
groups. The contents of such presentation should be technically
more detailed, with emphasis on how the Company is making use of
technical expertise for the ultimate benefit of its consumers.
The Company should prepare selected staff for meeting
various pressure groups on controversial issues. These groups are
more difficult to handle face to face, but, since their meetings and
statements tend to get the widest media coverage (and free), the
resulting publicity for the Company would also be the greatest.
Training
Training on presentation skills for staff should be
introduced. Staff having full-time or part-time public relations
role should be encouraged and sponsored by the Company to attend
public speaking of interest to the Company, its consumers and related
topics. These staff should be required to be debriefed- not so
much as to find out how much they have learned in the subjects being
discussed, but to refresh their minds on the good presentation skills
of the speakers.
Advertisinq
Advertising should be employed to introduce and reinforce the
marketing plan, rather than to directly promote sales. Existing
electricity bills which are sent monthly to consumers can be
utilized as a mean of direct mail promotion. The information should
include consultancy services provided by CLP, cookery courses and
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books available, current themes at the display centres, and
forthcoming exhibitions related to the use of electricity.
Budget Estimate
Manpower
Permanent staff required to be recruited are two clerks for
the permanent display centre and twelve engineering staff for the
consultancy services offices.
A project team to steer the implementation of the marketing
plan is to be set up from existing staff, headed by a senior public
affairs executive. The team will draw additional functional staff
from various departments as required.
Financial
The marketing plan costs HK$11.2 million for the first year.
Expenditures for subsequent years will be similar. The detailed
breakdown of the estimated expenditures is shown in Illustration 8.1.
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ILLUSTRATION 8.1





1,500,000Rent for two offices
350,000Decoration, furniture and equipment
30,000Utilities
1,600,000Renumeration for 12 staff engineers
4,300,000Cookery Courses and books
200,000Recipe Book
600,000Cookery Courses
3,000,000Sponsorship of TV shows
500,000Cooking contest
136,000Display Centres
36,000Design and print posters
100,000Information pamphlets
1,772,'000Exhibitions




260,000Renumeration of 2 staff
102,000Display Centres, 6 displays
.72,000Technical Talks




Design and printing, twelve






Ready. Fire. Aim. Learn from uour tries.
Thomas J. Petersl
In Hong Kong, the standards of living have been steadily
improving. The demand for electricity has achieved an average
annual growth rate of 10 percent over the last decade to keep up
with the rising expectations of the community in improved living
conditions and efficiencies.
Over Kowloon and the New Territories, the area supplied by
China Light Power Company Limited, the demand for electricity grew
fastest in the commercial sector. The growth is expected to continue
as Hong Kong develops further into a modern financial centre. The
demand in the industrial sector grew less fast but this sector offers
the greatest marketing potential because many industrial undertakings
are still using energy sources other than electricity. With the
highly competitive business environment and more stringent.-anti-
pollution requirements demanded by the people, the market share for
electricity can be expanded when these undertakings convert to the
use of electricity in place of other energy sources. In the domestic
sector, the growth rate has been steady due to young couples
establishing new families in new housing quarters. In this sector,
1Peters, T.J., and Waterman, R.H., Jr., In Search of
Excellence. Warner Books, 1982.
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electricity faces strong competition from the local Gas Company,
which is capturing a growing share of the market. To develop the
potentials in this sector, modification of consumer attitudes towards
the use of electricity for water heating and cooking is necessary.
A study of consumer behaviour in Hong Kong revealed that
consumers used electricity because electricity was considered cheaper
than other fuels, had better controllability, had enabled them to
live more comfortably, quietly and conveniently. Consumers would buy
more electrical appliances if these appliances could further improve
their living conditions, were safe, efficient and worth the costs.
Based on these findings, the recommended strategy for the
marketing of electricity is to maintain a simple pricing structure,
inform consumers on electricity price accurately and develop new
electrical appliances in conjunction with manufacturers. Aimed at
improving the growth in electricity consumption in the industrial and
domestic sectors, a marketing plan covering Consultancy Services,
Cookery Courses and Books, Display Centres, Exhibitions, Technical
Talks and Advertising is proposed. Follow-up plan to improve the
load factor can be formulated after the target for sales growth has
been achieved. Through the promotional efforts of the marketing plan
in cultivating better mutual understanding between the consumers and
the Company, the company image is expected to improve. The overall
result is a high level of consumer satisfaction.
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APPENDIX 1
PRE-TEST QUESTIONNAIRE ON CONSUMER ATTITUDE
TOWARDS ELECTRICITY CONSUMPTION
QUESTIONAIRE
( Please tick the most
strongly strongly
appropriate box for each agree agree uncertain disagree disagree
question.)
1. I would install air-conditioners
at home if electricity price is
cheaper.
2. I would install air-conditioners
at home after my neighbours have
tried them out and speak favourably
of them.
3.( Skip this question if you do
not live in Government Public
Housing Estate.)
I would install air-conditioners
at home if there is no Government
restriction on their installations.
4. I would install air-conditioners
at home if it will not overload my
electrical circuits at home.
5. I would install electric water-
heaters at home if it is cheaper
than gas water-heaters.
6. I would install electric water-
heaters at home if my neighbours
have tried them out and speak
favourably of them.
7. I would install electric water-
heaters at home if there is no
gas supply at my home.
8. I would install electric water-
heaters at home if it will not
overload my electrical circuits
at home.
9. I would install electric water-
heaters at home because they are
safer.
10. I would install electric cooker
at home if it is cheaper than
gas cooker.
11. I would install electric cooker
at home if my neighbours have




agree agree uncertain disagree disagree
12. I would install electric cooker
at home if there is no gas supply
at my home.
13. I would install electric cooker
at home if it cooks better food
than other cooking appliances.
14. I.would install electric cooker
at home if it will not overload
my electrical circuits at home.
15. I would install electric cooker
at home if it is proved safer
than other cooking appliances.
16. I would buy an electric car for
commuting because they are cleanez
17. I would buy an electric car for
commuting after it has been proved
in service successfully by the
general public.
18. I would buy an electric car for
commuting if they have the same
speed, acceleration and driving
range of conventional motor
vehicles.
19. I would buy an electric car for
commuting if they have higher
speed, acceleration and longer
driving range than conventional
motor vehicles.
20. I would buy an electric car for
commuting if it is cheaper than
the conventional motor'vehicles.
Thank you for your valuable response. Please fill in the following





PRE-TEST RESULTS OF QUESTIONNAIRE SURVEY
ON CONSUMER ATTITUDE TOWARDS
ELECTRICITY CONSUMPTION
AVERAGE SCORENUMBER OFQUESTION




- 0.550 7 12 30
+ 101 0 003





















PRE-TEST RESULTS OF QUESTIONNAIRE SURVEY
ON CONSUMER ATTITUDE TOWARDS
ELECTRICITY CONSUMPTION





























-2 -1 0 +1 +2
average rating
Notes: 1. The more positive the factor, the more
likely it influence consumer to buy.
2. The more negative the factor, the less
likely it influence consumer to buy.
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APPENDIX 4
QUESTIONNAIRE ON CONSUMER ATTITUDE
TOWARDS ELECTRICITY CONSUMPTION
(ENGLISH VERSION)
THE CHINESE UNIVERSITY OF HONG KONG 香港中文大學
15th January, 1987.
Dear Sir/Madam,
Research on Consumer Behaviour
towards Electricity Consumption
Use of electricity has become an essential part in modern living.
New products are being developed from time to time, resulting in
improved standard of living as well as steady increase in elect-
ricity consumption.
We are conducting a research on consumer attitude towards the use
of electricity. We believe the results of the Research can be
useful for the design of new products and services that meet your
prime requirements.
A questionnaire concerned with the Research has been prepared. We
shall be grateful if you would complete the questionnaire and
return it to us by the enclosed prepaid reply envelope.
We are prepared to share our findings with you if you are inter-
ested. Please fill in the reply slip at the end of the questionnaire
if you would like to have a summary of our results.
Thank you for your assistance upon which the success of the Research
relies.
Yours faithfully,
E.Cheung M.H. Cheung H. Yu
C.F. Steilen, BS, MBA, PhD
Project Supervisor
TELEGRAM. SINOVERSITY
SHAIN. NT.HONGKONG.TEL .: 0-6352111 TELEX . 50301 CUHK HX 香 港 新 界 沙 田
工 商 管 理 学 院 硕 士 课 程 部
MBA Division
Faculty of Businoss Administration




QUESTIONNAIRE ON CONSUMER BEHAVIOUR TOWARDS ELECTRICITY CONSUMPTION
( Please tick one of the most appropriate boxes for each question.)
strongly strongly
agree agree uncertain disagree disagree
1. I would install air-conditioners
at home if electricity price is
cheaper.
2. I would install air-conditioners
at home if they are recommended
to me by my friends.
3.( Skip this question if you do not
live in Government Housing
Estate.)
I would install air-conditioners
at home if there is no Government
restriction on their installations.
4. I would install air-conditioners
at home if it will not overload
my electrical circuits at home.
5. I would install electric water-
heater at home if it is cheaper
than gas water-heater.
6. I would install electric water-
heater at home if it is recommender
to me by my friends.
7. I would install electric water-
heater at home if there is no
gas supply at my home.
8. I would install electric water-
heater at home if it will not
overload my electrical circuits
at home.
9. I would install electric water-
heater at home because it is
safer.
10. I would install electric cooker
at home if it is cheaper than
gas cooker.
11. I would install electric cooker




agree agree uncertain disagree disagree
12. I would install electric cooker
at home if it cooks food as good
as other cooking appliances.
13. I would install electric cooker
at home if it will not overload
my electrical circuits at home.
14. I would install electric, cooker
at home if it is safer than other
cooking appliances.
15. I would buy an electric car for
commuting because it is cleaner.
16. I would buy an electric car for
commuting of ter it has been proved
in service successfully by the
general public.
17. I would buy an electric car for
commuting if it has the same
speed, acceleration and driving
range of conventional motor
vehicles.
18. I would buy an electric car for
commuting if it is cheaper than
the conventional motor vehicles.
Thank you for your valuable response.
Please fill in the following slip if you would like to obtain








敬 啟 者 ：
廣 用 電 力 已 成 現 代 生 活 重 要 一 環 。 電 氯 用 品 ， 推 陳 出 新 ，
不 僅 提 高 生 活 水 準 ， 亦 提 高 用 電 量 。
我 等 現 正 研 究 誚 費 者 對 便 用 電 力 之 態 度 。 相 信 此 項 研 究 ，
對 設 計 電 氣 用 品 及 提 供 更 佳 服 務 會 有 所 裨 益 。
謹 附 上 問 老 一 份 ， 悠 請 填 妥 後 ， 以 附 上 之 回 郵 信 封 寄 回 。
倘 閣 下 欲 知 是 砍 調 查 結 果 ， 認 育 於 回 條 上 填 上 姓 名 地 址 ，
當 將 結 果 奉 上 。




張 文 飢 謹 上
余 淡 師
導 師 ： 史 秦 倫 博 士
(C.F. STEILEN. BS. MBA. PhD)
It,
香 港 中 文 大 學THE CHINESE UNIVERSITY OF HONG KONG
TELEGRAM SINOVERSIT 作澠新界沙 J·SHATIN NT HONG KONG TEL.: 0-6352111 TELEX 50301 CUHK H)
TEL. 0-6352783
工 而 管 理 學 院 碩 士 課 程 部
MBADivision
Faculty of BusinessAdministration
學 生 再 題 研 究 用 箋
Student ResearchProjects
P!i
（ 請 在 是 泌 常 的 方 格 內 ， 加 上 ” 鄙 ” 飲 ）
極 為 贊 同 無 意 見 不 贊 同 極 不
醫 同 … ＿ ＿ 間 雙 匪
若 電 費 便 宜 些 ， 我 會 安 裝 玲1.
氣 機 。
若 朋 友 試 用 後 極 力 推 繭 ， 我
會 安 裝 冷 氣 機
3. 若 政 府 撒 餓 安 裝 冷 氣 機 的 限
制 ， 我 會 安 裝 冷 氣 機 （ 非
公 屋 住 戶 可 不 答 此 題 ） “
若 電 氣 裝 置 不 超 負 荷 ， 我 會4
安 裝 冷 氣 機 。
若 電 然 水 爐 較 煤 氣 熱 水 爐 便S.
宜 ， 我 什 安 裝 電 熱 水 燻 。
若 朋 友 試 用 很 極 力 推 繭 ， 我6.
會 安 裝 電 熱 水 爐 “
若 家 中 沒 有 煤 氣 供 思 ， 找 會7.
安 裝 電 熱 水 燻 。
若 電 氣 裝 置 不 超 負 荷 ， 我 會8.
安 裝 電 然 水 爐 。
我 會 安 裝 電 熱 水 爐 ， 因 較 為 安9.
全 。
j10.
便 宜 ， 我 會 安 裝 皿 － 歡 食 爐 《
若 家 中 沒 有 煤 氣 供 思 ， 找 會11.
安 裝 電 衣 食 爐 。
若 電 歡 食 爐 撤 菜 較 其 他 撤 食12
用 具 為 佳 ， 我 會 安 裝 電 撤
食 爐 。
THE CHINESE UNIVERSITY OF HONG KONG 香 港 中 文 大 學
SHATIN NT HONGKONGTEL: 0-635211 1
TFI PHRAM INOVFRITY
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若 屯 氣 裝 冱 不 超 负 荷 ， 我 舍 安 裝
若 誼 明 比 較 其 他 煮 食 用 具 更 安 全
， 我 含 安 裝 苽 煮 食 熄 。
I
若 大 衆 使 用 後 ， 蒈 適 認 焱 可 用 ，
5
若 電 觔 琪 敉 目 前 的 汽 卑 便 宜 ， 我
0
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Research on Consumer Behaviour
Towards Electricity Consumption
Our questionnaire survey on-consumer behaviour towards
electricity consumption, which was conducted in January/
February 1987, with your valuable support, has been
concluded.
Since you have indicated your interest in our study, we now
enclose a copy of the results for your retention.
We wish to thank you once again for your assistance in
responding to our questionnaire.
Yours faithfully,
E. Cheung M.H. Cheung H. Yu
C.F. Steilen, BS, MBA, PhD
Project Supervisor
TELEGRAM·SINOVERSITY
香 港 中 文 大 學
86







Will not overload installations
No Government restrictions in Housing Estates*
Peers' recommendations
Electric Water-heaters
No alternative choice of heating (gas)
Safer
Cheaper





No alternative choice of heating (gas)
Cheaper






-1.s -1 -0.5 0 0.5 1 1.5
Notes: 1. The more positive the score of a factor,.
the more likely it influences consumers to buy.
2. The more negative the score of a factor,
the less likely it influences consumers to buy.
3. Sample size: 334, except factor marked'*'
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Energy Consumption (domestic tariff of China
Charge
Light Power Co., Ltd.)
1,800 megajoules 312.00 216.00Basic Charge (HK$)
(equivalent to 500 Fuel Clause
kilowatt-hours) Adjustment (HK$) (42.84)(32.50)
279.50 173.16Total (.narge (HI)
7,200 megajoules 1,258.50 857.42Basic Charge (HK$)
(equivalent to 1,200 Fuel Clause
kilowatt-hours) (171.36)(130.00)Adjustment (HK$)
1,128.50 686.06Total Charge (HK$)
Sources: 1. Electricity Rates 1.3.1986 published by
China Light Power Company, Limited.
2. Notice to Customers 8.12.1986 published




THE CASE OF CHEUNG CHAU ISLAND
With a population of thirty thousand in an area of 2.3 square
kilometres, Cheung Chau is the most populous of Hong Kong's outlying
islands. Electricity supply on the Island was provided by Cheung Chau
Electric Company Limited (CCEC) since 1913. By the end of 1983, there
were 7,130 consumers on the Island, with a total consumption of 15.3
million kilowatt-hours (kWh) in that year.
Takeover of CCEC
Before 1984, electricity price on the Island was higher than
that on other parts of the New Territories. Electricity supply
interruptions occurred frequently due to inadequate capacity of the
supply network. Residents on the Island were dissatisfied with the
services provided by CCEC. They complained to the Government and CCEC
in an effort to obtain cheaper and more reliable electricity supply.
Negotiations were carried out between the Government, Island
representatives, CCEC and later on, China Light and Power Company
Limited (CLP). In early 1983, Government authorised CLP to supply
electricity to Cheung Chau Island. Later in that year, agreement was
reached for CLP to acquire CCEC's assets and to start supplying the
Island with electricity on 1st January, 1984.
Impact on Consumers on Cheung Chau Island
The most significant impact on the Island as a result of the
takeover by CLP was the reduced energy costs. Shown in Table A8.1 is
a comparison of the per unit electricity charges. All consumers on
the Island enjoyed a reduced rate, which was 46 percent of the rate
89
TABLE A8.1
COMPARISON OF PER UNIT ELECTRICITY CHARGES ON
CHEUNG CHAU ISLAND BEFORE AND AFTER
TAKEOVER BY CLP
Supply Company Period Average Rate
November,Cheung Chau Electric HK$1.2050
per kWhCompany Limited 1983
HK$0.5527Whole Year,China Light Power
per kWh1984Company Limited
Sources: 1. Annual Report 1986, China Light and Power
Company Limited.
2. Electricity Bill, November, 1983, CCEC.
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charged by the previous supplier.
Effects on Demand and Consumption of Electricity on the Island
The increase of consumers on the Island is moderate, about six
percent per annum (Table A8.2). The takeover by CLP has no significant
effect on the rate of increase in the number of consumers. However,
the effect on electricity demand and consumption is an entirely
different story. Table A8.3 and A8.4 show respectively the maximum
electricity demand and electricity consumption on the Island from
1979 to 1986.
The increase in maximum electricity demand in the first year
of the takeover was 77.1 percent, well above the normal 12 percent
experienced by CCEC prior to 1984. Increases in the following two
years were also significant.
The increase in recorded consumption of electricity was not
significant in the first year but climbed steadily by 32 percent in
1985 and 23 percent in 1986. The slow rate of increase in the first
year was due to the more stringent standard of meter accuracies
required by CLP. The consumptions as recorded by CCEC-meters prior
to 1984 are found to be higher than-the actual consumptions.
During 1984, the old meters belonging 'to CCEC were gradually
replaced by more accurate ones tested by CLP. The 6 percent increase
in the first year based on recorded consumption did not therefore
reflect the real increase, which must be well over 6 percent.
Reasons for the Increased Consumption
. It was apparent from the drastic increases in electricity
consumption and maximum demand that consumers on the Island were
responding to the reduction in energy costs by increasing the use of
electrical appliances. Domestic consumers rushedto purchase air-
conditioners and other electrical appliances to take advantage of the
lower energy costs and enjoy a higher standard of living.
91
TABLE A8.2
NUMBER OF ELECTRICITY CONSUMERS













Source 1. CCEC Figures
Hong Kong 1979, 1980, 1981, 1982, 1983 and
1984, Hong Kong Government Publications
2. CLP Figures
Monthly Reports (January of each year) of

















Hong Kong 1979, 1980, 1981, 1982, 1983 and
1984, Hong Kong Government Publications.
2. CLP Figures
Monthly Reports (January of each year) of




















Hong Kong 1979, 1980, 1981, 1982, 1983
and 1984, Hong Kong Government Publications.
2. CLP Figures
Monthly Reports (January of each year) of
Lantau District, China Light and Power
Company Limited
To benefit from the reduced energy costs, and to provide a
quieter environment demanded by the Islanders, Tsit On Ice Factory, a
major industrial establishment on the Island serving mainly the fishing
boats, has replaced its diesel plants by electrical ones. The vicinity
of the factory, which used to be noisy and dirty, is now quiet and
clean- a fact very much appreciated by the local community. Another
industrial establishment on the Island, Cheung Chau Pumping Station,
is also converting from diesel pumps to electrical pumps for essentially
the same reasons.
It is interesting to note that the sales revenue from
electricity consumption on the Island was about HK$18 million before
the takeover. In the year ending September 1985, the sale revenue was
HK$12.4 million, a reduction of only 31 percent, although the unit
cost had been reduced by 54 percent. By September 1986, the annual
sales revenue has already reached the amount before the takeover.
APPENDIX 9
THE CASE OF TSIT ON ICE FACTORY
Mr. Tsui Chong owned two ice factories in Macau fifteen years
ago. The ice blocks produced by the factories were sold mainly for use
in fishing junks based in Macau and Hong Kong. As the demand for ice
blocks in Hong Kong increased, it became uneconomical to continue to
produce in Macau for shipment to Hong Kong. Mr. Tsui therefore decided
to close down one of the factories and move it over to Hong Kong.
Because of the availability of land on Cheung Chau Island and
its close proximity to fishing boats, Tsit On Ice Factory was
established on the Island. At that time, the diesel-powered
compressors removed from the Macau factory were installed in the new
factory. These consisted of three 75 horsepower and three 160 horse-
power machines. In the early years, the demand for ice blocks was
low. The monthly production capacity of the factory, 30,000 blocks,
was only 10 percent utilized. By now, the demand for ice blocks often
exceeds the full capacity of the factory, which is now employing
twenty workers working in two shifts. When operated in two shifts, the
capacity can be raised to 1,200*pieces of 300 pound blocks a day. At
the current wholesale price of HK$19 a block, the sales turnover could
be well over HK$600,000 a month when business is good.
Labour cost for the factory was about HK$150,000 a month and
constituted a large part of the operating expenses of the factory..
The depreciation charges for building and plants were relatively small
because most of the plants had been in service for a very long time
and no longer had any significant book value. The largest item in
the operating expenses was the fuel charge. When the compressors were
operated on diesel engines two years ago, the fuel cost averaged
HHK$260,000 a month.
The use of diesel-powered compressors have not been the wish
of the management of the factory. Whenever the diesel engines failed,
the repair could take up to one month or more. The spare parts were
difficult to get and sometimes had to be locally fabricated. Costs
of the spare parts were also high, sometimes over HK$10,000. It has
therefore been the intention of the factory to scrap the old machines
and replace them by electric motors. Unfortunately, it was unable to
do so since the Electricity Supply Company then was unable to provide
the required amount of electricity. The electricity used then was
only for lighting and refrigeration.
In 1984 Cheung Chau Electric Company Limited was purchased by
China Light and Power Company Limited. Management of Tsit On Ice
Factory immediately took advantage of this change to start replacing
their diesel machines by electric motors. Not all machines were
replaced at once. But as soon as the first electric motor-driven
compressor was commissioned, the advantages were apparent. The
machine was more stable in running speed, required less maintenance
and rarely broke down for long durations. No longer was it necessary
for the factory to suffer from long machine down time and pay high
prices for replacement parts. By 1986, all six diesel engines have
been replaced. The total energy cost was reduced to about HK$100,000
a month for electricity, just about 40 percent of the cost before 1984
The replacement of diesel engines by electric motors was not
only welcome by the Management of the factory, but also the workers
because of the cleaner and quieter environment in which they worked.
Residents near the factory also welcomed the change because of less
noise and less fume pollution.
Interview with Mr. Y. C. Tsang,
Plant Manager of Tsit On Ice
Factory, Cheung Chau, by
Cheung Man Hoi on 20th March, 1987.
APPENDIX 10
THE CASE OF KEE WAH BAKERY LIMITED
In 1937 Mr. Y.W. Wong started a grocery and provisions store,
with financial assistance from a friend. The first shop was in Yau Ma
Tei fronting Shanghai Street which was then a stone's throw away from
the sea front, where fishing boats were anchored. The main lines of
business was dealing in canned food, wines, biscuits and cigarettes.
A large portion of the patrons were fishermen and their families. The
initial setup had a staff of three, including Mr. Wong.
By the next year the shop had saved enough money to start a
branch in Mongkok, also along Shanghai Street. At this time Mr. Wong
started to consider baking plain bread, which was gradually gaining
favour in the local scene as the staple food for a simple breakfast. At
that time Mr. Wong believed that providing fresh bread should be the
main line of business. Due to differences in business approach the
partner was reluctant to expand into a line in which he himself had no
experience. The partner eventually withdrew his support, leaving
Mr. Wong with the two shops, the inventories, furnitures, fittings and
chattels, and a serious cash flow problem. Mr. Wong had to postpone
his expansion programme and struggle to solve the problem in hand.
By 1941 Kee Wah was again well established and financially
sound. The Japanese invasion of China forced the first influx of
refugees to Hong Kong. Business in all sectors grew by leaps and
bounds. Very little serious thought, however, could be given to
expansion of business due to the general fear of Japanese invasion.
As the Japanese landed in Hong Kong, Mr. Wong closed his shops
and stayed with the employees and their families in the shops. He was
not one of those who would deal with the invaders or their associates,
even though continuing business might bring exorbitant profits during
war times. The stock in the shops helped Mr. Wong and his employees
through the first few months of the Japanese occupation. As time went
on, one of the employees was able to establish contact with other
similarly closed shops, and barter their respective goods. For want
of something to keep themselves occupied, and to augment their food-
stock, the employees began to make Chinese cookies such as almond cakes.
It was during this period, when Mr. Wong provided for the basic needs
of his employees, without considering the possibility of returns, that
he won the loyalty and whole-hearted support of his employees.
As the means of living became scarce, the two shops were
re-opened. There were not much canned food and cigarettes left for
sale. Cakes and biscuits were introduced to increase the types of
goods for sale. These Chinese cakes and biscuits were made and baked
at the back of the shops. The freshly baked cakes were well received
by the survivors of the war, and business grew. Soon Mr. Wong was able
to expand facilities in the workshops to produce plain bread. The name
of Kee Wah Bakery started to establish itself as a supplier of fresh
cakes, bread and biscuits. Within a short time Mr. Wong was again
ready to consider seriously a real large scale bakery business.
In those days, moon cakes and Chinese wedding cakes were in
great demand, particularly by the boat-dwellers in the Yau Ma Tei sea
front. These cakes were purchased mostly as presents for friends and
relatives. Being Chinese, the local people would pay very reasonable
price for good quality cakes made by famous shops, to show their
affIrluence. The market was then entirely controlled by a few well
established tea houses such as Yat Ting Ho and Ling Heung. Mr. Wong
felt that the business was good, but the big tea houses were not
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providing the best possible service. During rush periods such as the
fortnight before the Mid-Autumn Festival, the quality of cakes
deteriorated due to lack of facilities to produce enough good quality
cakes in time. The big tea houses seldom provide door-to-door delivery
service for the patrons of wedding cakes. The would-be-bridegrooms
must carry the heavy load of cakes home themselves and sort out for
their friends and relatives. As they were very busy during the few
weeks before the wedding, they had to reduce their purchase of cakes for
lighter loads. Mr. Wong recognised the market potential and planned
to use quality and service as his means to enter the market.
Hence Kee Wah started to produce moon cakes and wedding cakes,
emphasising on quality and service. Delivery on good dates for wedding
cakes, replacement of cakes and even refund of returned cakes were
guaranteed services provided. As a side line, and to augment services,
Kee Wah also delivered other customary wedding presents such as fresh
chicken, whole sugar canes, dried mushrooms and dried sea food for the
wedding couples. Kee Wah even provided cigarettes, wines, sweets,
melon seeds and lily seeds for wedding feasts.
By early 1950's Kee Wah had established a strong foothold in the
traditional Chinese cake market, and their market share steadily grew.
The gross margin for such cakes was a lot higher than the grocery stores
business, but expansion was slow as Mr. Wong would not sacrifice quality
and service in favour of more orders for cakes. He simply would turn
down orders for wedding cakes which he could not deliver on time.
Mr. Wong did not realize then that his obstinacy in turning away
business, pushing prospective customers back to the tea houses, was in
fact a positive advertisement for Kee Wah- the prospective bridegrooms,
during their visits to their friends and relatives, would explain that
the cakes were not from Kee Wah, because Kee Wah was busy and had
turned away their orders- Kee Wah cakes were in such great demand that
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they could not have them. The implicit conclusion was that Kee Wah's
cakes were better, and beyond the reach of the less well planned.
By early 1960's Mr. Wong started to reduce his efforts and time
in the grocery business, and to expand Kee Wah in favour of cakes,
bread and biscuits. Another branch was opened in Sham Shui Po. The
total number of employees grew to thirty. With the added facilities
for mixing and baking, Mr. Wong was able to start the instalment-
purchase plan for moon cakes. The plan was simply to allow the
customers to pay, by monthly instalments at a discount, for moon cakes
to be taken in the next Mid-Autumn Festival. The big tea houses used
to accept a large number of such instalment-purchases, and produce
moon cakes well in advance of the Mid-Autumn Festival, packed and set
aside to be taken away by the customers. The quality of some of the
cakes so set aside deteriorated before they were collected, and had
been the main source of complaints against the big tea houses, who
would not allow refund or replacement, claiming that these cakes had
been sold at special prices. Mr. Wong was most careful in only
accepting such instalment-purchases that the scheduled demand would
be within the production capacity. The guarantee for replacement of
returned cakes also covered the cakes bought by instalment-purchases.
The growth in market share of moon cakes by instalment-purchase was
even more remarkable. Apart from advance cash receipts and better
information for production scheduling, Kee Wah attracted customers
with smaller income to have access to the more expensive, but higher
quality moon cakes. It was estimated at one time that Kee Wah had
over thirty percent of the total market for moon cakes sold by
instalment-purchase plans. The cash thus derived helped greatly the
further expansion of Kee Wah. By 1968 there were four shops with over
fifty employees. Each of the shops had its own wood-fired ovens and
baking chamber and workshops.
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iu. J.K. wong, the elaest son of Mr. Y.W. Wong, graduated from
the University of Hong Kong with a degree in Electrical Engineering.
First degree engineering graduates usually had two choices before
them: to further study in a specialized field, or to start an
engineering career as a trainee. S.K. had one more choice- to fulfil
his duties as the heir by joining Kee Wah. His father, even though
still in the mid-fifties and apparently very healthy, was hospitalized
earlier in the year for an operation. It was anticipated that the
forthcoming annual negotiations for flour and sugar would be too
strenuous for the father, and the choice was made for S.K. in 1968.
S.K. started his rounds in the shops with his father. The
first impression on his engineering mind was that the ovens which
provided heat for the baking chambers, being fired by wood, were
untidy, bulky and difficult to control. The unspoken set-back was that
the use of this type of oven had resulted in a situation of total
reliance on the master baker. The experienced master baker could tell,
by just looking inside the baking chamber, that the heat was just right
to put in the doughs, and how long each type of doughs should stay in
the chamber, for the best texture and consistency. Different types of
moon cakes and wedding cakes had different ingredients, and different
thickness of outer crust. Even with a good master baker the reject
rate due to overbaking was as high as 2 percent during the high
season. Associated with firewood were the problems of chimney stake,
ash disposal, storage and delivery of firewood. But then the wood-
fired. oven was the most commonly used means of heating the baking
chamber, with some diesel-fired ovens being introduced by the more
innovative bakeries.
At this time, three electric ovens made by GEC of England were
being erected in the roof workshop of King Wah Restaurant, a competitor.
They were the first units to be used in Hong Kong. S.K. arranged to
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see the expatriate technicians during the erection process, and came
back with the firm conviction that technically he could design and
construct a local-made electric-fired oven. He had a hard time
trying to persuade the loyal master bakers to try one- the most
difficult part being to convince the master bakers that their
valuable assistance would still be required. In three weeks' time
S.K. commissioned the first local-made electric-fired oven in their
Pei Ho Street Branch, just in time for the rush period for moon cakes
before the Mid-Autumn Festival. There were minor hiccups but, by and
large the electric oven was a success. In fact, because there was no
waste heat through the chimney flue, as with either wood-fired or
diesel-fired ovens, the fuel cost was reduced from $2,040 to $1,8501,
a reduction of nearly 10 percent. Better temperature control had
resulted in consistency of texture of product from batch to batch,
and the reject rate at Pei Ho Street Branch was reduced to near zero.
There was no waiting time for settlement and scrubbing of oven and
disposal of ash. The turnaround time was reduced by over 30 percent
between batches. The size of the oven and baking chamber assembly
was reduced by half, while the baking capacity was increased by
nearly 50 percent. The problems associated with storage of firewood
and manual stoking disappeared altogether. There were no lorries
unloading fire-wood at Pei Ho Street. Towards the end of that Mid-
Autumn Festival, Pei Ho Street Branch was able to run the oven for
only eight hours a day while other branches were still running a
twelve-hour day. Within two years all the wood-fired ovens and
baking chambers were stripped and replaced with electric-fired ovens
and baking chambers, each replacement being an improved version of
the previous one.
1Table A10.1 at end of this Case.
107
In the early seventies local legislation on pollution control
was introduced such that tall chimneys were required for wood, gas or
diesel-fired ovens. Other bakeries had to learn from Kee Wah on the
use of the electric ovens, or convert their wood-fired ovens to
diesel-fired ovens. Currently over 50 percent of the baking chambers
in Hong Kong are fired by electricity, which is believed to be the most
cost-effective source of heat for baking. There are various types of
electric-fired ovens to meet the varied production requirements.
Examples are, the tunnel oven with conveyor belts for continuous
production of biscuits, the rotary oven, which occupies much less
space than the tunnel oven, for baking bread, and the tray oven, which
is a manually controlled version of the rotary oven, and is most
suitable for baking a variety of different cakes, rather than a
continuous product.
Apart from the innovative introduction of the electric-fired
oven, S.K. had also changed the accounting system of Kee Wah from the
traditional single entry using Chinese ink and brush to the present
computerized double-entry system. Inventory and production control
for the eleven branches are all computerized. There is even a work
and delivery schedule programme which prints in Chinese, with lunar
calendar depicting good dates, against the quantities and types of
cakes to be delivered, as well as the order number, the addresses and
the nearest branch factory/shop.
Currently Kee Wah has over two hundred employees with eleven
branches in Hong Kong, as well as branches in Los Angeles and Taipei.
Even though the local market for Chinese wedding cakes is shrinking,
Kee Wah has a major market share. S.K. anticipated that Chinese style
wedding cakes would be gradually replaced by western style cakes, the
current market of which being dominated by Maria's, Maxim's and
St. Honore. In recent years several major competitors in the moon cake
109market have launched aggressive advertisement campaigns and offered
special concessions for bulk cash purchases of moon cakes. Smaller
bakeries and large ones but not specializing in moon cakes were ousted
from the market in 1986. Kee Wah, with its modest advertising budget
but relying on the good name built over the years, was able to maintain
its 20 percent market share.
Rather than engaging competitors on the shrinking moon cake and
wedding cake market, S.K. is now adopting a new approach to change the
image of Kee Wah from the traditional Chinese cake producer, to a
producer of modern high quality fresh bread. A new branch was recently
opened in Chung On Street, Tsuen Wan, with a layout completely different
from that of the existing branches. S.K. is confident that this change
in product and marketing strategy would enable Kee Wah to maintain its
steady growth. There are problems ahead but S.K. should be able to
forestall most of them, and resolve the remaining ones with his usual
incisive mind and creative approach. A new purpose-built workshop and
management centre is now nearing completion. This 60,000 square-feet
complex will replace by mid-1987, the existing 20,000 square-feet
workshop spaces scattered in various branches, and capable of
supporting a sales volume of over HK$100,000,000. The senior
executives of Kee Wah now wholly support the plans put forward by S.K.
After all, S.K. had a record of pushing sales revenue from a meagre
HK$1,000,000 in 1968 to over HK$40,000,000 in 1986.
Interview with Mr. S. K. Wong
BSc(Eng), C. Eng. M.I. Prod. E.,
Managing Director,
Kee Wah Bakery Limited
on 7th February, 1987
TABLE A1O.1
FUEL COST IN AUGUST/SEPTEMBER, 1967 AND 1968•
KEE WAH BAKERY LIMITED




Delivery of wood 300
Additional labour cost for stoker 1,000
Bonus for ash disposal 100
Electricity bill 20*0 $1,850
TOTAL $1,850$2,050
Round-off figures based on memory. The sales price
of a box of four moon cakes was approximately HK$10
in 1968. The same box sells for HK$75 in 1986.
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